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HAND-BOOK 


OP  THE 


AMERICAN  ECONOMIC 


ASSOCIATION 


AMERICAN  ECONOMIC  ASSOCIATION. 


The  American  Economic  Association  is  an  organiza¬ 
tion  composed  mainly  of  persons  interested  in  the  study 
of  political  economy  or  the  economic  phases  of  political 
and  social  questions.  As  may  be  seen  by  examining  the 
list  of  members  and  subscribers  printed  elsewhere  in 
this  Hand-Book,  all  universities  and  most  prominent  col¬ 
leges  in  the  country  are  represented  in  the  Association 
by  their  teachers  of  political  economy  and  related  sub¬ 
jects.  A  large  number  of  members  also  are  drawn  from 
those  interested  as  business  men,  journalists,  lawyers  or 
politicians,  in  the  theories  of  political  economy  or,  more 
often,  in  their  applications  to  .social  life.  There  are 
also  about  one  hundred  subscribers,  nearly  all  being 
large  libraries. 

The  annual  meetings  of  the  Association  bring  together 
for  professional  and  social  intercourse  many  teachers  and 
public  men.  The  last  meeting  was  made  noteworthy  by 
the  union  of  the  American  Historical  Association  and 
the  American  Economic  Association  in  joint  sessions 
and  in  less  formal  gatherings.  It  is  hoped  that  this  cus¬ 
tom,  in  force  at  the  first  two  meetings  of  the  Economic 
.Association  in  1885  and  1887,  may  be  continued  another 
year.  These  annual  meetings  contribute  not  a  little  to 
create  and  cement  acquaintanceship  and  friendship  be¬ 
tween  teachers  of,  economics  and  cognate  subjects  in 
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different  institutions,  and  so  to  counteract  any  tendency 
to  particularism  which  the  geographical  separation  and 
the  diverse  traditions  of  American  colleges  might  be 
deemed  to  foster. 

The  Association  publishes  one  series  bi-monthly  and 
another  at  irregular  intervals,  only  the  former  being 
handled  by  the  Post  Office  authorities  at  second-class 
rates  of  postage.  The  bi-monthly  Studies  are  designed 
to  be  somewhat  more  popular  in  character  than  the 
Monographs  and  usually  are  much  briefer.  The  issue 
of  the  Monographs  is  dependent  upon  the  presentation 
of  suitable  manuscript  and  the  condition  of  the  treasury, 
but  enough  material  is  and  will  be  published  in  that 
form  fully  to  justify  the  additional  price  of  subscrip¬ 
tion  for  all  the  publications  over  that  for  the  Studies 
alone.  With  the  appearance  in  December,  1897,  of  the 
last  Monograph,  a  pamphlet  of  four  hundred  pages  on 
the  Cotton  Industry,  a  new  series  was  begun,  no  longer 
divided  into  volumes  or  paged  consecutively,  but  each 
paged  and  indexed  by  itself. 

The  officers  of  the  Economic  Association  and  the  con¬ 
tributors  to  its  publications  receive  no  pay  for  their 
services,  and  thus  the  entire  receipts  of  the  Association 
are  expended  in  printing  and  circulating  its  publications 
and  in  the  slight  expenses  attendant  upon  the  annual 
meetings.  Thus  any  member  may  regard  his  annual 
dues  either  as  a  subscription  to  an  economic  publication, 
a  payment  for  membership  in  a  scientific  association,  or 
a  contribution  to  a  publication  fund  for  aiding  in  the 
publication  of  manuscript  that  might  not  be  accepted 
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by  a  publishing  house  governed  primarily  by  motives 
of  profit,  and  that  often  could  not  be  published  by  the 
writer  without  his  incurring  too  heavy  a  burden  of 
expense. 


CONSTITUTION. 


ARTICLE  I. 

Name. 

This  Society  shall  be  known  as  the  American  Eco¬ 
nomic  Association. 

ARTICLE  II. 

OBJECT.S. 

1.  The  enconrageinent  of  economic  research,  espe¬ 
cially  the  historical  and  statistical  .stiuly  of  the  actual 
conditions  of  industrial  life. 

2.  The  publication  of  economic  monographs. 

3.  The  encouragement  of  perfect  freedom  of  eco¬ 
nomic  discussion.  The  A.ssociation,  as  such,  will  take 
no  partisan  attitude,  nor  will  it  commit  its  members  to 
any  position  on  practical  economic  questions. 

4.  The  establishment  of  a  bureau  of  information 
designed  to  aid  members  in  their  economic  studies. 

ARTICLE  III. 

Membership. 

Any  person  may  become  a  member  of  this  Association 
by  paying  three  dollars,  and  after  the  first  year  may  con¬ 
tinue  a  member  by  paying  an  annual  fee  of  three  dollars. 
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On  payment  of  fifty  dollars  any  person  may  become  a 
life  member,  exempt  from  annual  dues.' 

ARTICIvE  IV. 

Honorary  Members. 

The  Council  may  elect  foreign  economists  of  distinc¬ 
tion,  not  exceeding  twenty-five  in  number,  honorary 
members  of  the  Association.  h)ach  honorary  member 
shall  be  entitled  to  receive  all  reports  and  publications 
of  the  Association. 

ARTICLE  V. 

Officers. 

The  officers  of  the  society  siiall  consist  of  a  President, 
three  Vice-Presidents,  a  Secretary,  a  Treasurer,  a  Publi¬ 
cation  Committee  and  a  Council. 

ARTICLE  VI. 

Council. 

1.  The  Council  shall  consist  of  an  indefinite  number 
of  members  of  the  .society,  chosen,  with  the  exception 
of  the  original  members,  for  three  years.  It  shall  have 
power  to  fill  all  vacancies  in  its  membership,  and  may 
add  to  its  number. 

2.  It  shall  elect  the  Pre.sident,  Vice-Presidents,  Sec¬ 
retary,  and  Treasurer,  which  officers,  with  the  Chairman 
of  the  Publication  Committee,  shall  constitute  an  Execn- 

'  NotB. — Each  ijieiiil)er  receives  all  reports  and  publications  of  the 
Association. 
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tive  Committee  with  such  power  as  the  Council  may 
entrust  to  it. 

3.  Tlie  Council  shall  organize  itself  into  a  number  of 
standing  committees  upon  the  various  lines  of  research 
undertaken.  These  committees  shall  prepare  reports 
from  time  to  time  upon  such  subjects  relating  to  their 
respective  departments  as  they  may  select,  or  as  may  be 
referred  to  them  by  the  Council.  These  reports  shall  be 
presented  to  the  Council  at  its  regular  or  special  meet¬ 
ings  and  be  open  to  di.scussion.  All  papers  offered  to 
the  society  shall  be  referred  to  the  appropriate  commit¬ 
tees  before  being  read  in  the  Council. 

4.  The  Council  shall  have  charge  of  the  general  in¬ 
terests  of  the  society,  and  shall  have  power  to  call  meet¬ 
ings  and  determine  what  reports,  papers,  or  discussions 
are  to  be  printed,  and  may  adopt  any  rules  or  regulations 
for  the  conduct  of  its  business  not  inconsistent  with  this 
constitution. 

5.  The  Council  shall  elect  a  Committee  on  Publica¬ 
tions,  which  shall  consist  of  six  members,  so  cla.ssed 
that  after  the  first  election  the  term  of  two  members 
shall  expire  each  year.  This  committee  shall  have 
charge  of  and  responsibility  for  the  .scientific  publica¬ 
tions  of  the  Association. 

ARTICLE  VII. 

Amendments. 

Amendments,  after  having  been  approved  by  a  major¬ 
ity  of  the  Council,  may  be  adopted  by  a  majority  vote  of 
the  members  present  at  any  regular  meeting  of  the 
Association. 


BY-LAWS. 


1.  The  President  of  the  Association,  who  shall  be 
ex-officio  a  member  of  the  Council,  shall  preside  at  all 
meetings  of  the  Council  and  Association,  and  perform 
such  other  duties  as  may  be  assigned  to  him  by  the 
Council.  In  case  of  inability  to  perform  his  duties, 
they  shall  devolve  upon  the  Vice-Presidents  in  the  order 
of  their  election,  upon  the  Secretary  and  Treasurer,  and 
upon  the  Chairmen  of  the  Standing.  Committees,  in  the 
order  in  which  the  committees  are  mentioned  in  the  list. 

2.  The  Secretary  shall  keep  the  records  of  the  Asso¬ 
ciation,  and  perform  such  other  duties  as  the  Council 
may  assign  to  him. 

3.  The  Treasurer  shall  receive  and  have  the  custody 
of  the  funds  of  the  Association,  subject  to  the  rules  of 
the  Council. 

4.  The  following  Standing  Committees  shall  be  or¬ 
ganized  : 

(1) .  On  Labor. 

(2) .  On  Transportation. 

(3) .  On  Trade. 

(4) .  On  Public  Finance. 

(5) .  On  Industrial  and  Technical  Education. 

(6) .  On  Exchange. 

(7) .  On  General  Questions  of  Economic  Theory. 

(8) .  On  Statistics. 

(9) .  On  Teaching  Political  Economy. 
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The  Executive  Committee  may  appoint  such  special 
committees  as  it  may  deem  best. 

5.  At  any  meeting  called  by  the  general  summons  of 
the  President,  five  members  shall  constitute  a  quorum. 

6.  Papers  offered  for  the  consideration  of  the  Council 
shall  be  referred  by  the  Secretary,  each  to  its  appropriate 
committee. 

7.  In  order  to  encourage  economic  research,  the 
Association  proposes  to  render  pecuniary  assistance  in 
the  prosecution  of  the  same,  and  to  offer  prizes  for  the 
best  monographs  upon  selected  topics.  It  stands  ready 
to  accept  and  administer  any  fund  placed  at  its  disposal 
for  either  purpose. 

8.  The  Executive  Committee  shall  have  power  at 
any  time  to  add  new  members  to  the  Council. 

9.  The  Executive  Committee  shall  assign  all  mem¬ 
bers  of  the  Council  to  one  of  the  Standing  Committees, 
and  shall  appoint  the  Chairmen  of  the  Committees. 

10.  It  shall  be  the  duty  of  the  Chairmen  of  the  re¬ 
spective  Committees  to  organize  and  direct  the  work  of 
the  same,  under  the  general  control  of  the  Council. 
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THE  ELEVENTH  ANNUAL  MEETING. 


The  Eleventh  Annual  Meeting  of  the  American  Eco¬ 
nomic  Association  was  held  with  Yale  University  at 
New  Haven,  Tuesday,  Wednesday  and  Thursday, 
December  27-29,  1898.  The  American  Historical 
Association  met  on  Wednesday,  Thursday  and  Friday  of 
the  same  week  in  the  same  city. 

On  Tuesda}'  evening  a  reception  to  the  members  of 
both  associations  was  given  by  Professor  and  Mrs.  H. 
VV.  Farnam.,  and  on  Thursday  afternoon  they  were  enter¬ 
tained  at  the  house  of  Professor  George  P.  Fisher,  Presi¬ 
dent  of  the  American  Historical  Association. 

The  program  of  the  meeting,  given  below,  was  car¬ 
ried  out  with  little  change  : 

PROGRAM. 

Tuesday,  December  27. 

Eveninf;  Session,  8 p.  m. 

I.  Address  of  Welcome.  President  Timothy  W.  Dwight,  Yale 
University. 

II.  Annual  Address  of  the  President  of  the  As.sociation  :  “  The  Rela¬ 
tion  between  Economics  and  Politics.”  Professor  Arthur 
T.  Hadeey,  Yale  University. 


Wednesday,  December  28. 

Monting^  Session,  10  a.  m. 

I.  Report  of  the  Special  Committee  on  the  Twelfth  Census.  Pro¬ 
fessor  R.  Mayo-Smith,  Chairman ;  Professors  W.  F. 
WiEECOx,  R.  P.  P'aekner,  D.  R.  Dewey,  and  Hon.  C.  D. 
Wright. 
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(a)  Report  of  the  Committee,  and  volunteer  discussion 

upon  it. 

(b)  Discussion:  *' Is  it  possible  to  get  Statistics  of  Capital 

in  Industry?”  Led  by  Hon.  S.  N.  D.  North, 
Hon.  Horace  G.  Wadun  and  Professor  H.  C. 
Adams. 

(c)  Discussion  :  “What  may  and  should  the  Statistics  of 

Municipal  Finance  be  made  to  show?”  Led  by 
Professors  H.  B.  Gardner  and  L.  S.  Rowe  and 
Dr.  M.  R.  Maltbie. 

Afternoon  Session,  j  p.  m. 

(American  Economic  History). 

I.  Early  Canal,  Railway  and  Banking  Enterprises  of  the  States,  in 
Relation  to  the  Growth  of  Corporations  in  the  United  States. 
Dr.  G.  S.  Callender,  Harvard  University, 

II.  Some  Aspects  of  the  United  States  Treasury  Situation  in  the 
Years  1893  to  1897.  Professor  F.  W.  Taussig,  Haivard 
University. 

III.  Prices  and  Price  Movements  in  the  Confederate  States  during 

the  Civil  War.  Professor  J.  C.  Schwab,  Yale  University. 

IV.  Recent  Economic  Changes  in  the  State  of  Massachusetts.  Pro¬ 

fessor  C.  S.  Walker,  Massachusetts  Agricultural  College. 

Evening  Session,  8 p.  m. 

I.  Address  to  the  American  Historical  Association,  by  its  President, 
Professor  George  P.  Fisher,  Yale  University. 


Thursday,  December  29. 

Morning  Session,  to  a.  m. 

I.  Report  of  the  Special  Committee  on  Banking  and  Currency. 
Professor  F.  M.  Taylor,  Chairman ;  Professors  F.  W. 
Taussig,  J.  W.  Jenks,  Sidney  Sherwood,  and  David 
Kinley. 

II.  Dynamic  Standards  of  Wages  and  Interest.  PROFE.SSOR  J.  B. 
Clark,  Columbia  University, 

HI.  A  Fundamental  Error  of  the  Classical  Economists.  Profks.sor 
Charles  A.  Tuttle,  Wabash  College. 

I 
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Afternoon  Session,  j  p.  tn. 

I.  The  Present  Study  of  Practical  Labor  Problems  in  France.  W. 

F.  Willoughby,  United  States  Department  of  Labor. 

II.  Municipal  Taxation  as  a  Means  of  Public  Control  of  Corporations. 

Mr.  C.  E.  Curtis,  City  Bank,  New  Haven,  Conn. 

III.  The  Nature  of  Municipal  Franchises.  Dr.  Max  West,  U.  S. 

Department  of  Agriculture. 

Evening  Session,  8 p.  m. 

(American  Hlstorical  As.sociation). 

Papers  on  matters  affecting  the  Present  Foreign  Policy  of  the  United 
States. 

A  meeting  of  the  Council  was  held  Dec.  28,  1898,  at 
2:15  p.  m.,  with  President  Hadley  in  the  chair.  The 
Secretary  presented  the  following  report  which  was  ac¬ 
cepted  and  ordered  placed  on  file. 

REPORT  OF  THE  SECRETARY. 

The  Secretary  begs  to  report  upon  the  work  of  the 
Executive  Committee  for  the  past  year  as  follows : 

The  most  important  duty  laid  upon  it  by  the  Council 
was  that  of  appointing  three  special  committees  of  five 
persons  each,  one  on  the  reform  of  the  currency,  one  on 
the  twelfth  census  and  one  on  the  teaching  of  economic 
history  in  the  United  States.  To  carry  out  these  iu- 
structions  a  special  meeting  was  held  in  New  York, 
February  19,  1898,  at  which  Professor  Richmond  Mayo 
Smith  was  elected  chairman  of  the  committee  on  the 
twelfth  census.  Professor  F.  M.  Taylor  chairman  of  the 
committee  on  the  reform  of  the  currency  and  Professor 
W.  A.  Scott  chairman  of  the  committee  on  the  teaching 
of  economic  history.  To  these  chairmen  the  committee 
reported  a  list  of  names,  six  for  the  census  committee. 
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seven  for  the  currency  committee,  nine  for  the  economic 
history  committee,  and  the  respective  chairmen  were 
requested  to  constitute  their  committees  by  selecting 
from  the  list  submitted.  In  this  manner  the  committee 
on  the  twelfth  census  was  constituted  of  Messrs.  Mayo- 
Smith,  Willcox,  Wright,  Falkner,  aud  Dewey,  and  that 
on  the  reform  of  the  currency  of  Messrs.  Taylor, 
Taussig,  Sherwood,  Kinley,  and  Jenks.  Professor  Scott 
at  first  accepted  the  chairmanship  of  the  third  com¬ 
mittee,  but  after  considerable  correspondence  felt  com¬ 
pelled  reluctantly  to  resign  that  position.  His  statement 
of  the  reasons  for  his  action  was  laid  before  the  Executive 
Committee  and  they  voted  to  make  no  further  effort  to 
constitute  the  committee  but  to  report  their  failure  to 
the  Council.  The  reports  of  the  other  two  committees 
will  be  presented  to  the  Association  at  the  present  meet¬ 
ing.  One  of  these  reports,  that  on  the  twelfth  census, 
has  already  been  printed  and  mailed  to  each  member  of 
the  Council. 

In  case  the  Council  desires  to  receive  the  report  of  a 
special  committee  on  economic  history,  the  Secretary 
begs  leave  to  suggest  that,  as  the  subject  is  apparently 
one  of  interest  to  many  members  of  the  American  His¬ 
torical  Association  as  well  as  to  our  own,  it  might  be 
well  to  make  inquiries  of  the  American  Historical  Asso¬ 
ciation  whether  they  would  like  to  arrange  for  a  co¬ 
operating  committee  or  co-operating  committees  repre¬ 
senting  the  two  societies  and  reporting  to  each.  If  that 
should  be  the  desire  of  the  Council,  the  Secretary  would 
further  suggest  that  the  field  might  be  restricted  to 
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T  American  economic  history  and  widened  to  include  the 
whole  subject  rather  than  merely  its  teaching. 

This  Council  may  see  fit  to  create  this  or  other  special 
committees,  but  the  Secretary  would  urge  with  some 
emphasis  that  the  policy  of  appointing  special  committees 
should  be  continued.  During  the  thirteen  years  since 
its  organization  there  have  been  important  chaiiges  in 
.  the  membership  of  the  Association.  Our  ineinbers  may  be 

roughly  grouped  into  two  classes,  persons  closely  associ¬ 
ated  with  some  educational  institution  either  as  teachers 
[  l'  or  seeking  to  become  such,  and  persons  otherwise  occu- 
j  pied.  That  proportion  of  members  belonging  to  the 

j  f  i  former  class  has  risen  in  ten  years.  Of  the  regular 

j  i  j  members  in  1886  about  one-fourth  (26.6  per  cent)  were 

g  associated  with  educational  institutions.  At  the  pres- 
!  ent  time  the  proportion  is  about  one-third  (33.6  percent). 
I  believe  there  has  never  been  any  intention  of  choosing 
f  a  majority  of  members  of  the  Council  from  the  ranks  of 
teachers,  but  at  the  present  time  about  four-fifths  of  that 
j  I  body  are  to  be  regarded  as  such.  This  evidence  tends 
y,  j  :  to  show  what  one  who  has  been  in  attendance  at  recent 
y  i  meetings  will  not  be  disposed  to  question,  that  our 

^  I  I  Association  is  largely  and  perhaps  increasingly  an 

f  I  1  academic  one. 

^  I  The  writers  for  the  Association’s  series  of  Studies, 
).  I  not  including  reprints,  during  the  three  years  since  they 
..  j  *  began  have  been  with,  I  believe,  only  one  exception, 
it  i  teachers  or  would-be  teachers.  This  increase  in  the 
d  i  academic  character  of  the  Association’s  work,  although 
0  I  not  unnatural,  is  of  doubtful  advantage.  For  during  the 
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fourteen  years  since  our  organization  many  academic 
journals  have  been  started  in  a  siinilar  field  or  have 
changed  their  character  and  become  more  largely  eco¬ 
nomic.  This  has  exposed  the  Association,  as  an  organ 
for  publication,  to  increasingly  severe  competition  and 
has  undoubtedly  prevented  it  from  receiving  contribu¬ 
tions  which  would  otherwise  have  been  laid  before  the 
Publication  Committee.  A  large  proportion  of  the 
writers  for  the  Association  during  the  first  five  years 
of  its  existence  are  now  more  or  less  committed  to 
using  other  avenues  of  communication  with  the  public, 
and,  as  a  matter  of  fact,  the  slightest  examination 
of  the  Association’s  Publications  in  chronological 
order  reveals  a  less  frequent  appearance  of  the  names 
of  the  best  known  teachers  of  economics.  This  fact 
has  been  not  without  its  influence  on  the  finances  of 
the  Association.  For  four  years  the  average  monthly  re¬ 
ceipts  from  sales  have  been  steadily  and  rapidly  falling, 
while  the  receipts  from  members  and  subscribers  have 
remained  about  constant.  P'or  the  falling  off  in  receipts 
from  sales  it  may  be  that  the  Secretary’s  office  and  the 
publishing  agents  are  in  part  responsible.  Perhaps  a 
more  vigorous  effort  through  correspondence  or  advertis¬ 
ing  to  extend  the  sales  might  have  been  remunerative. 
But  your  Secretary  is  increasingly  convinced  that  the 
main  cause  is  the  change  of  the  conditions  already  noted 
and,  therefore,  one  for  which  no  individual  is  responsible, 
but  which  the  Association  must  face.  The  situation  is 
not  yet  serious  and  has  relieving  features.  There  has 
been  an  increase  in  the  number  of  members  and  sub- 
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scribers  which,  though  slight,  is  greater  than  the  total 
increase  of  the  preceding  four  years.  This  appears  in 
the  following  table : 

MKMBHRS  OK  THK  ASSOCIATION  AT  DATE  OK  ANNUAL  MEETING. 


Honorary  Life  Regular 

Year.  Member*.  Members.  Subscriber*.  Members.  Total. 

1893  .  17  73  82  482  654 

1894  _  16  72  88  484  660 

1895. . 16  71  80  485  652 

1896  .  15  74  97  479  665 

1897  .  15  71  105  477  668 

1898  _  14  69  1 14  488  685 


The  increase  in  subscribers  was  due  mainly  to  a 
special  effort  made  by  the  Executive  Committee  to  sell 
sets  to  libraries  at  a  considerable  •  reduction  provided 
they  were  not  already  subscribers  and  would  become  so. 
The  increase  in  members  was  due  partly  to  the  aid  of 
one  of  our  interested  and  influential  members  in  New 
York,  who  suggested  to  the  Secretary  several  names  and 
allowed  his  name  to  be  used  in  the  letters  sent  them. 
The  interest  taken  in  the  special  committee  on  the 
twelfth  census  by  persons  at  the  time  outside  the 
Association  was  the  cause  of  several  joining. 

These  facts  lead  the  Secretary  to  suggest  that  the 
most  effective  aid  which  can  be  rendered  us  is  to  call 
the  attention  of  persons  not  members  to  the  Association 
or  give  their  address  to  the  Secretary  and  authorize  him 
to  use  in  his  letter  the  name  of  the  member  making  the 
suggestion. 

The  Secretary  is  disposed  to  believe  that  the  best 
hope  for  a  progressively  influential  and  successful  future 
for  the  Association  lies  in  an  emphasis  upon  its  peculiar 
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advantages  and  a  neglect,  or  it  may  be  a  surrender  of 
those  features  of  its  work  where  it  has  to  meet  the 
keenest  competition.  He  himself  derives  great  pleasure 
and  profit  from  the  meetings  of  the  A.ssociation  and 
from  the  intercourse  and  correspondence  with  members 
which  his  service  of  the  Association  entails.  He  believes 
that  many  others  have  a  similar  experience.  When  that 
intercourse  takes  the  form  of  working  as  a  member  of  a 
committee  for  some  common  end,  the  advantages  in¬ 
crease.  All  these  features  of  the  Association  he  believes 
to  be  worthy  of  retention  and  development.  But  it  is  j 
in  his  mind  an  increasingly  doubtful  que.stion  whether 
these  benefits  are  inseparably  connected  with  the  main¬ 
tenance  of  the  Association’s  work  as  a  publisher  of  an 
economic  periodical  in  competition  with  numeroirs  other 
journals  more  advantageously  situated.  | 

Walter  F.  Willcox.  j 

Dec.  24,  /8g8. 

The  President  was  requested  to  appoint  a  nominating 
committee  of  five  members  and  he  appointed  Professors 
J.  B.  Clark,  S.  Sherwood,  L.  M.  Keasbey,  E.  Cummings, 

F.  C.  Hicks.  This  committee  was  requested  to  nominate 
also  additional  members  of  the  Council,  and  to  consider  j 
and  report  upon  the  question  of  creating  further  special 
committees. 

The  Chairman  of  the  Publication  Committee  presented 
a  report  which  was  accepted. 

Invitations  were  presented  to  the  Council  on  behalf  of 
Cornell  and  Princeton  universities  and  the  University  of 
Michigan  for  holding  the  next  meeting  at  Ithaca,  Princ^ 
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ton  or  Detroit,  and  an  informal  discussion  followed,  after 
which  the  Council  adjourned. 

At  a  second  meeting  of  the  Council  held  Dec.  29, 
1898,  at  2  p.  m.,  the  reports  of  the  Treasurer  and  Audit¬ 
ing  Committee  were  presented  and  ordered  placed  on 
file.  A  summary  of  the  former  is  here  added  : 

SUMMARY  OF  THE  TREASURER’S  REPORT.  1898. 

Chari,bs  H.  Hui,!,,  Treasurer, 

In  account  with  the  American  Economic  Association 
for  the  year  ending  December  ej.  i8g8. 

Debits. 

Cash  on  hand  as  per  last  report _  I1.488  so 

Subscriptions  and  sales, 

The  Macmillan  Company _ I568  85 

C.  H.  Hull,  Treasurer _  3  25 

-  572  10 

430  annual  dues _  >|290  00 

Credits. 


Publication  expenses _  12,187  59 

Expenses  of  Secretary’s  office _  46875 

Expenses  of  Treasurer’s  office _  63  50 

Expenses  of  tenth  meeting _  ao  95 

Exchange _  11 

Cash  on  hand  December  23 _  609  40 


f3.35o  30  13.350  30 

.\udited,  Dec.  29,  1898. 

[Signed]  H.  C.  Emery, 

H.  T.  Newcomb. 

It  was  voted  that  the  Committee  on  the  Twelfth  Cen¬ 
sus  be  directed  to  prepare  for  publication  and  the  Publi¬ 
cation  Committee  be  directed  to  publish  the  essays  col¬ 
lected  by  the  former  committee. 
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The  committee  on  nominations  appointed  at  the 


previous  meetinjj  reported  the  followinjj  list  of  officers: 
President,  Arthur  T.  H.ndley ;  Vice-Presidents,  Stuart 
Wo(xl,  David  Kinley,  W.  Z.  Ripley;  Secretary,  W.  R 
Willcox ;  Treasurer,  C.  H.  Hull ;  members  of  Publica¬ 
tion  Committee,  F.  W.  Tanssig,  Sidney  Sherwood; 
members  of  the  Council,  J.  II.  Arnold,  Iv.  L.  Hogart,  A. 
M.  Day,  H.  W.  Damb,  C.  W.  Macfarlane,  C.  C.  Plchn, 
I'.  R.  Rntter,  T.  li.  Veblen,  Max  West,  H.  Parker 
Willis,  W.  F.  Willoughby,  Walter  A.  WyckofT,  and 
also  all  members  whose  terms  expired  in  1898. 

It  was  voted  to  proceed  to  a  ballot  on  the  list  of  nom¬ 
inations  thus  presented,  and  the  Secretary  was  then 
instructed  to  cast  a  ballot  for  the  Council  in  favor  of  the 
candidates  so  presented.  The  Secretary  did  so. 

The  committee  on  nominations  further  reported 
recommending  that  a  .special  committee  on  colonial 
policy  be  establi.shed  of  which  Prof.  J.  W.  Jenks  should 
be  chairman  and  the  other  members  should  be  deter¬ 
mined  by  consultation  between  him  and  the  Ivxecntive 
Committee.  The  recommendation  was  adopted. 

The  same  committee  also  recommended  that  a  special 
committee  on  agriculture  .should  be  constituted  by  the 
Executive  Committee.  After  di.scn.s.sion  and  the  adop¬ 
tion  of  an  amendment  leaving  it  di.scretionary  with  the 
Committee  to  take  such  action  or  not,  the  recommenda¬ 
tion  was  adopted. 

It  was  moved  that  the  next  meeting  should  be  held  in 
the  Christmas  holidays  of  1899,  and  after  debate  the 
motion  was  carried  by  a  vote  of  21  to  6. 
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It  was  moved  that  the  next  meeting  should  be  held 
with  Cornell  University  at  Ithaca,  and  the  motion  was 
carried  by  a  vote  of  14  to  6. 

Upon  motion  and  vote  the  Kxecutive  Committee  was 
authorized  to  make  the  usual  annual  appropriations  and 
was  also  requested  to  report  to  the  next  meeting  upon 
the  policy  of  the  Association  with  reference  to  its  publi¬ 
cations.  The  Council  then  adjourned. 


ADDRESS  OF  WELCOME. 


! 

BY  PRESIDENT  TIMOTHY  W.  DWIGHT.  ^ 

of  Yale  UniverBity. 

Gentlemen  of  the  Association  : — 

The  very  plea.sant  duty  ha.s  been  as-signed  to  me  of 
giving  you  a  friendly  greeting  on  this  delightful  day  of 
the  closing  year — a  greeting  in  behalf  of  the  University 
which,  by  reason  of  my  official  position,  I  may  seem  in 
some  true  sense  to  represent ;  in  behalf  of  our  Historical 
Society  in  which  I  have  the  privilege  of  membership; 
and  in  behalf  of  the  city  of  which  I  am  a  happy  citizen. 
On  behalf  of  the  University  I  offer  you  a  very  sincere 
and  hearty  welcome  to  our  academic  home,  and  gladly 
present  you  the  freedom  of  Yale  while  you  are  with  us. 

I  trust  that  those  among  your  number  who  come  back 
to  us  after  an  absence,  perhaps,  of  years,  but  who  are 
familiar  with  the  old  scenes  and  life,  and  those,  on  the 
other  hand,  who  visit  us  now  for  the  first  time  and  are 
strangers  here,  will  alike  have  many  pleasant  ex¬ 
periences  in  your  brief  sojourn  in  this  place  and  will 
carry  away  from  it  many  pleasant  recollections. 

On  behalf  of  the  New  Haven  Colony  Historical 
Society  I  offer  you  an  equally  sincere  welcome,  and  1  ; 
take  special  satisfaction  in  giving  you,  in  the  name  of  I 
its  members  and  in  accordance  with  their  desire,  the 
use  of  their  building  for  your  meeting  this  time. 
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On  behalf  of  the  citizens  of  New  Haven  I  bid  you 
welcome  to  the  city  so  dear  to  us  and  so  well  known 
everywhere.  I  could  wish  that  you  might  see  it  in  the 
summer-time,  in  some  of  the  beautiful  days  of  June. 
But  there  is  a  peculiar  pleasure  and  joy  in  the  Christ¬ 
mas  season,  and  the  days  that  are  near  to  it,  and  this  I 
hope  yon  may  know  while  you  are  with  us. 


ABSTRACTS  OF  PAPERS  AND  DISCUSSIONS.' 


Discussion. — Is  it  Possible  to  Obtain  Statistics 
OF  Capital  in  Industry?* 

LBO  BY  HON.  HORACB  G.  WADLIN  AND  PROPRSAOR  HBNRY  C.  ADAMS. 

Mr.  Wadlin ; — It  is  obvious  that  changes  have  been 
made  with  respect  to  the  definition  of  “  capital  ”  in 
every  census,  which  prevent  comparisons  between  the 
different  censuses.  These  changes  have  been  caused  by 
the  attempts,  similar  to  that  now  making,  to  perfect 
the  definition,  and  render  the  statistics  collected  under 
it  more  trustworthy. 

The  first  important  modification  in  the  schedules  was 
brought  about  by  the  endeavor  of  my  predecessor.  Col. 
Wright,  in  the  Massachusetts  census  of  1885,  to  include 
what  was  termed,  for  convenience  at  that  time,  “  credit 
capital.”  The  reason  for  this  was  fully  stated  in  his 
report  and  need  not  be  repeated  here.  The  schedule 
used  in  the  U.  S.  census  of  1890  was  based  upon 
the  itemized  arrangement  of  details  of  capital  used  in 

•  The  annual  address  of  the  President  of  the  Association,  together 
with  the  reports  of  the  Committee  on  the  Twelfth  Census  and  the 
Committee  on  the  Reform  of  the  Currency,  will  be  found  in  Economic 
Studies,  IV :  i. 

*  The  discussion  was  based  on  a  paper  by  Hon.  S.  N.  D.  North  on 
“  Manufactures  in  the  Federal  Census,”  of  which  printed  copies  had 
been  distributed  among  the  members  in  attendance  at  the  meeting. 
Mr.  North’s  paper  is  published  in  full  in  the  Publications  of  the 
Association,  New  Series,  a  :  357-302. 
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1  Massachusetts  in  1885,  t.  e.,  “land,”  “buildings,”  “ma¬ 
chinery,  tools  and  implements,”  etc.,  classihed  into  two 
groups,  one  of  which  was  termed  “  live  capital.”  Two 
items  were  included,  however,  that  did  not  appear  in 
the  Massachn.setts  schedule,  viz.,  “  finished  product  on 
hand,”  and  *  bills  receivable  and  other  book  accounts 
receivable.”  A  separate  tabulation  was  made,  the 
5  i  result  of  estimates  based  upon  payments  for  rent,  of  the 
j  value  of  rented  property.  No  direct  inquiry  was  made 
j  as  to  credit  capital. 

I  In  the  Massachusetts  census  of  1895  the  schedule 

(adopted  was  not  a  modification  of  the  U.  S.  schedule  of 
1890,  but  was  the  Massachusetts  schedule  of  1885.  As 
the  method  of  totalizing  the  capital  returned  in  1885 
was  apparently  open  to  duplications,  however,  under  the 
head  of  “  credit  capital,”  this  was  especially  avoided  in 
1895. 

i  This  explanation  is  necessary  in  order  to  show  the 
I  i  process  of  the  evolution  of  the  schedule  used  in  Massa- 
i  chusetts,  and  also  to  guard  against  the  misconception  of 
I  the  schedule  as  it  appears  in  Mr.  North’s  paper.  That 
j  is,  the  inquiry  as  to  credit  capital.  No.  30,  stands  by 
I  itself,  and  is  not  included  in  making  the  total.  No.  32, 

!the  amount  of  credit  capital  having  already  entered  into 
the  items  25  to  29  and  31.  This  is  explained  in  the 
census  report,  but  it  seems  necessary  to  repeat  it  here. 

Now  the  term  “  credit  capital  ”  is  perhaps  indefinite. 
But,  as  used  in  the  Ma.ssachusetts  census,  it  has  been 
explained  in  order  to  enable  the  schedule  to  be  properly 
filled.  Credit,  as  Mr.  North  truly  says,  “  is  an  intangi- 
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ble,  elusive,  elastic  thing,  indefinitely  expansive,  and 
subject  to  sudden  contraction  under  financial  panic."  ^ 
But  no  attempt  has  ever  been  made,  so  far  as  I  am  ^ 
aware,  to  measure  credit  in  this  sense,  or  to  include  : 
under  the  head  of  “  credit  capital  ”  the  “  borrowing  i 
capacity  of  a  concern.”  Obviously,  the  different  items  = 
scheduled  as  capital  in  the  Massachusetts  census,  where  ’ 
alone  the  term  credit  capital  has  been  used,  viz.,  land, 
buildings,  and  the  others,  together  with  cash,  include  a  ! 
certain  amount  of  borrowed  capital.  The  term  ‘‘  credit  ! 
capital  ”  has  been  defined  to  mean  the  money  actually 
borrowed  and  used  in  the  business,  that  is,  entering  into 
some  one  or  more  of  the  items  enumerated.  And  in  i 
1895  the  return  as  to  credit  capital  includes  such  sums  . 
in  a  separate  total,  for  the  purpo.se  of  discriminating  i 
between  the  investment  of  capital  owned  and  capital  ^ 
borrowed,  in  the  aggregate  made  up  of  the  items  sped-  | 
fied.  If  capital,  as  Mr.  North  also  says,  “  is  a  tangible  j 
thing,  which  can  be  measured  by  fixed  units,”  it  must  ; 
surely  be  possible  to  .separate  any  one  of  these  units,  for  [ 
example,  cash,  into  the  respective  portions  owned  and  ! 
borrowed. 

I  must  notice  one  other  statement  made  in  the  paper.  ‘ 
Mr.  North  quotes  a  paragraph  from  the  Massachusetts 
census  report  of  1895,  wherein,  with  special  reference  to  | 
the  returns  of  the  eleventh  census,  I  said  that  deduc*  j 
tions  as  to  the  relation  of  profit  to  capital  were  sure  to  | 
be  made.  He  .says  this  remark  ”  is  astonishing  for  its  1 
tacit  admission  that  deductions  ‘  sure  to  be  made  ’  from  j 
the  census  statistics  as  to  the  relation  of  profit  to  capital,  ! 
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are  permissible  and  possible.''’'  Surely  my  statement  of 
an  obvious  fact  is  susceptible  of  no  such  construction. 
To  say  that  a  thing  is  sure  to  be  done,  expresses  no 
opinion  as  to  the  propriety  of  doing  it.  No  one  is  more 
aware  than  myself  that  entirely  unwarranted  deductions 
are  constantly  made  from  statistics.  But  it  is  impo.ssi- 
ble  to  obtain  statistics  that  cannot  be  misused,  either 
wilfully  or  ignorantly. 

The  ease  with  which  deductions  may  be  apparently 
supported  by  statistics,  which  do  not  legitimately  sus¬ 
tain  them,  because  certain  necessary  elements  are 
omitted,  is  shown  in  the  paper.  The  returns  as  to  capi¬ 
tal  and  product  in  the  Massachusetts  censuses  of  1885 
and  1895  and  in  the  eleventh  census  are  ranged  in  com¬ 
parison,  notwithstanding  the  different  methods  in  these 
censuses,  which,  as  stated  in  the  Massachusetts  volume 
for  1895,  render  any  such  comparison  invalid  ;  and  the 
fact  that  the  amount  of  product  to  each  $i,cxx)of  capital 
differs  at  each  period,  is  taken  to  prove  the  worthle.ss- 
ness  of  the  returns.  As.  a  matter  of  fact,  this  of  itself 
cannot  justify  this  conclusion.  .\s  I  have  said,  the 
variable  nature  of  the  returns  relating  to  capital  is  con¬ 
ceded,  but  such  a  comparison  does  not  show  even  that. 
If  the  returns  had  been  accurately  taken  upon  exactly 
the  same  basis  in  each  census,  the  ratio  of  product  to 
capital  would  have  varied,  possibly  as  widely  as  in  the 
table  given.  The  forgotten  element  in  the  comparison 
is  the  effective  demand  of  the  market  in  each  census 
year,  which  is  more  influeutial  than  the  amount  of  capi¬ 
tal  invested  in  determining  the  amount  of  product. 
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Capital  in  many  of  its  forms  cannot  go  out  of  industry 
in  time  of  business  depression,  while,  on  the  other  hand, 
output  is  more  or  less  restricted.  The  product  in  1895 
was  reduced  much  below  the  normal  for  that  reason. 

As  the  report  of  that  census  shows,  the  average  num¬ 
ber  of  days  in  operation,  all  establishments  being  con¬ 
sidered,  was  but  289.32 ;  and  the  average  proportion  of 
business  done  but  slightly  more  than  50  per  cent,  as 
against  a  possible  100,  representing  what  might  have 
been  done,  if  supported*  by  a  market  demand,  without 
enlarging  that  portion  of  capital  including  the  term 
“  plant.” 

Unquestiojiably,  capital  was  not  reduced  to  the  same 
extent  as  production.  Hence,  assuming  that  capital 
and  product  were  both  correctly  taken,  the  ratio  would 
show  a  larger  proportion  of  capital  to  protluct  than  in  a 
normal  year.  On  the  other  hand,  without  materially 
increasing  the  capital  invested,  the  output  might  have 
been  largely  increased.  It  follows  that  unless  the  pro¬ 
portion  of  business  done  is  taken  into  account,  the  mere 
fact  that  such  a  variation  is  found  in  the  ratio,  does  not 
necessarily  invalidate  the  returns  as  to  capital.  Nor, 
for  the  same  reason,  do  similar  comparisons  showing 
differences  between  different  industries  demonstrate  the 
worthlessness  of  the  eleventh  census  returns  as  to 
capital. 

It  is  plain,  therefore,  that  even  with  accurate  and  de¬ 
finite  returns  as  to  capital,  it  is  impossible,  by  a  mere 
comparison  of  the  statistics  of  capital  and  product  only, 
without  consideration  of  other  elements  of  the  problem. 
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to  detenniue  the  productive  force  of  capital  as  an  eco¬ 
nomic  ajijency  ;  that  is,  to  determine  how  many  dollars 
in  capital  are  required  to  turn  out  a  given  value  in  prod¬ 
uct.  And  itnle.ss  much  more  is  taken  into  account  than 
can  usually  be  determined  from  a  census,  no  accurate 
deductions  can  be  drawn  as  to  manufacturers’  profits. 
Such  problems  open  up  exceedingly  interesting  fields  of 
inquiry,  but  in  my  judgment,  ought  to  rest  on  special 
inve.stigations  that  may  be  so  limited  as  to  exclude  irrel¬ 
evant  and  disturbing  factors,  and  so  framed  as  to  secure 
accurate  bases  of  compari.son. 

To  return  to  the  immediate  question  :  Is  it  possible  to 
obtain  statistics  of  capital  in  industry  ?  Much  of  the 
difficulty  in  the  past  has  been  due  to  the  attempt  to  se¬ 
cure  definite  statistics  of  indirect,  not  to  say  intangible 

1  forms  of  capital,  and  to  frame  inquiries  under  indefinite 
and  varying  definitions  of  the  term  “  capital  ”  ;  and  all 
such  attempts  should,  I  think,  be  abandoned.  On  the 
otlier  hand,  if  the  statistics  which  are  desired  are  con¬ 
fined  to  the  actual  investment  in  tangible  property, 
owned  or  directly  controlled  by  the  establishments,  and 
I  actually  involved  in  the  productive  processes ;  or,  to  use 
a  simpler  and  more  familiar  phrase,  required  to  carry  on 
the  business,  as  the  figures  stand  at  a  fixed  date,  .say,  the 
census  day,  June  ist,  I  think  it  may  be  pos.sible  to  agree 
upon  what  ought  to  be  included,  and  to  frame  a  schedule 
of  inquiries  that  can  be  definitely  understood  by  those 
from  whom  answers  are  expected,  and  which  can  be  de¬ 
finitely  answered.  That  such  inquiries  may  not  include 
all  capital  indirectly  and  remotely  connected  with  pro- 
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duction,  is  not  to  me  a  serious  objection,  provided  it  is 
clearly  seen  just  what  they  do  include. 

In  order  to  obtain  accurate  replies,  the  general  inqui¬ 
ry  should  be  itemized,  so  as  to  show  the  particulars  that 
are  desired.  Thus,  taking  merely  for  purposes  of  illus¬ 
tration,  without  attaching  more  importance  to  it  than  it 
deserves,  the  schedule  lately  used  in  the  Massachusetts 
census,  shown  in  Mr.  North’s  paper,  perfectly  definite 
replies  are  possible  to  each  of  the  questions ;  it  being 
clear,  from  what  I  have  said,  that  values  depending  up¬ 
on  contingencies,  such  as  earning  power  of  the  plant, 
good  will,  favorable  franchises,  or  other  elements,  are  to 
be  excluded,  and  only  the  actual  value  taken  ;  the  value 
in  the  case  of  buildings,  for  example,  which  an  insur¬ 
ance  company  would  put  upon  the  property  in  event  of 
loss  by  fire,  or  in  the  case  of  land,  which  would  fairly 
represent  its  selling  price. 

I  am  aware  that  this  excludes  elements  of  capitaliza¬ 
tion,  such  as  may  properly  be  included  if  the  profit 
earning  power  of  the  concern  is  desired,  but  it  includes 
the  value  of  all  tangible  property  directly  required  in 
carrying  on  the  concern  at  the  date  of  the  census.  It 
excludes  book  accounts  and  finished  product  on  hand, 
both  of  which  are  assets,  but  neither  of  which  can  be 
used  in  the  business  until  their  value  is  realized  in  cash 
and  turned  into  one  or  the  other  of  the  items  specified. 
It  represents  the  direct  productive  investment  either 
owned  or  borrowed  in  active  concerns,  and  I  prefer  the 
term  “  investment  ”  to  that  of  “  capital  ”  as  offering 
fewer  differences  of  definition.  If  the  amount  of  bor- 
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rowed  money  invested  at  the  time  of  making  the  return 
is  desired,  and  this  is  all  that  is  meant  by  the  term 
“  credit  capital,”  it  may  be  taken  under  a  separate  in¬ 
quiry,  by  totalizing  the  amount  of  indebtedness  on  each 
of  the  items  specified ;  and  this,  if  deducted  from  the 
aggregate  of  the  items,  leaves  a  balance  representing 
the  owner’s  investment  in  these  items. 

This  method  of  procedure  would  not  include  all  capi¬ 
tal  which  may  have  been  sunk,  lost  or  charged  off  by 
depreciation  in  the  concern,  nor  capital  locked  up  in 
mills,  unproductive  because  not  in  operation  during  the 
census  year.  But  surely  such  capital  is  not  capital  de¬ 
voted  to  production  at  the  time  of  the  census.  Capital 
in  each  of  these  forms  is,  for  all  practical  purposes,  out 
of  industry  at  the  time  of  the  census,  however  necessary 
it  may  be  to  take  it  into  account  in  estimating  manu¬ 
facturers’  profits. 

Nor  is  the  value  of  rented  premises  included.  In  the 
first  place  capital  represented  in  such  premises  is  not 
within  the  restricted  definition  I  have  made  ;  and,  sec¬ 
ondly,  to  introduce  this  inquiry  introduces  in  the  major¬ 
ity  of  cases  innumerable  complications  and  enters  upon 
the  field  of  estimate  and  probability.  There  seems  to 
me  to  be  a  line  sharply  drawn  between  the  capital  which 
as  defined  by  Mr.  North  is  ‘‘a  tangible  thing,  which  can 
be  measured  by  fixed  units,”  and  which  for  that  reason 
may  be  subjected  to  definite  inquiry,  and  those  forms  of 
capital  which  are  no  part  of  the  direct  investment  in  the 
concern.  There  can  be  no  especial  objection  to  taking 
as  a  separate  inquiry,  and  tabulating  separately,  as  was 
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done  in  the  eleventh  census,  an  estimate — it  can  be 
only  an  estimate — of  the  value  of  rented  premises.  The  i 
results,  if  thus  separately  presented,  can  be  clearly  seen 
and  considered  in  connection  with  the  other  returns. 

Indeed,  all  of  the  items  should  be  separately  presented, 
in  order  that  the  effect  of  each  one  of  them,  with  res¬ 
pect  to  the  total,  can  be  duly  weighed.  And,  of  course, 
the  methods  employed  in  collecting  the  data  should  be 
explained,  and  the  limitations  or  qualifications  upon  the 
use  of  the  statistics,  if  there  are  any,  frankly  set  forth, 
in  this  as  in  all  cases,  in  the  reports. 

Professor  H.  C.  Adams : — It  is  much  easier  to  obtain 
statistics  of  capital  invested  in  transportation  than  in 
manufactures,  the  reason  being  that  the  railway  industry 
is  the  most  perfect  example  of  corporate  organization. 
While  it  is  true  that  many  manufactures  have  assumed 
this  form  of  business  organization,  their  methods  of  man¬ 
agement  are  more  or  less  dominated  by  the  rules  of  part¬ 
nerships  and  private  industries,  'il  here  is  no  attempt  at 
uniform  method  of  accounts,  for  not  only  is  this  of  no 
peculiar  advantage  to  the  manufacturers  themselves,  but 
no  public  questions  are  involved  which  render  uniform 
methods  of  book-keeping  essential  or  desirable.  Whether 
or  not  statistics  of  capital  invested  in  manufactures  can 
be  successfully  gathered  depends  upon  the  willingness 
of  the  government  to  take  the  necessary  steps  for  attain¬ 
ing  this  end.  I  certainly  agree  with  the  formal  report 
of  this  Committee,  that  the  census  returns  are  far  from 
trustworthy.  I  do  not,  however,  agree  that  it  is  imprac- 
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ticable  to  get  statistics  showing  the  relation  of  capital  to 
product  in  the  manufacturing  industry.  This,  it  must 
be  recognized,  is  the  fundamental  economic  question  in¬ 
volved  in  such  au  investigation. 

Assuming  the  government  to  be  willing  to  take  the 
necessary  steps  to  obtain  the  statistics  of  capital  for  man¬ 
ufactures,  there  are  two  possible  methods  of  procedure. 
First,  the  government  might  bring  itself  into  touch 
through  its  agents  with  the  book-keeping  of  the  organi¬ 
zations  themselves  and  insist  that  the  accounts  of  all 
manufacturing  industries  should  be  kept  upon  the  same 
basis  and  follow  the  same  theory  of  charges.  I  am  not 
sure  this  first  plan  is  feasible,  because  manufactures  are 
primarily  industries  subject  to  state  law,  and  it  is  doubt¬ 
ful  if  a  uniform  method  of  accounting  can  be  established 
except  for  those  industries  which  are  amenable  to  Federal 
legislation.  Assuming,  however,  this  difficulty  to  have 
been  overcome,  it  would  be  possible  to  arrive  at  the  end 
desired  by  selecting  the  income  account  rather  than  the 
capital  account  as  the  basis  of  investigation.  The  in¬ 
come  account  is  most  easily  understood.  It  is  the  vital 
expression  of  the  business ;  and  we  are  following  the 
line  of  least  resistance  when  we  endeavor  to  investigate 
a  business  through  the  annual  income  account.  Hav¬ 
ing  in  this  manner  determined  clear  income  year  by 
year,  the  capitalization  of  this  average  income  for  a 
series  of  years  would  be  the  best  expression  of  current 
investment. 

Second.  The  other  method  of  procedure  assumes  a  cer¬ 
tain  degree  of  permanency  in  the  organization  by  which 
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the  statistics  are  to  be  compiled.  A  certain  number  of 
corpKjrations  keep  their  books  in  a  p>erfectly  satisfactory 
manner ;  and  an  expert  statistician  going  from  one  in¬ 
dustry  to  another,  who  has  made  himself  familiar  with 
the  best  method  of  accounting,  could  obtain  a  very  good 
estimate  of  the  capital  invested.  This  is  perhaps  the 
best  method  provided  the  service  of  expert  statisticians 
could  be  secured,  h'or  myself,  I  have  greater  confidejice 
in  the  judgment  of  the  statistician  than  in  the  figures 
upon  which  his  judgment  rests. 

Except  the  government  is  willing  to  assume  one  or  the 
other  of  these  methods  of  approach,  it  appears  to  me  that 
the  statistics  of  capital  in  manufacturing  industries  will 
continue  to  be  in  the  future,  as  they  have  been  in  the 
past,  of  little  practical  value. 

Mr.  Henry  W.  Lamb : — I  am  one  of  Mr.  Wadlin’s  vic¬ 
tims,  one  of  those  Massachusetts  manufacturers  who 
have  replied  to  his  inquiries  for  years. 

I  heartily  agree  with  the  last  speaker  that  the  first 
question  is  “  What  are  you  after  ?  ”  If  you  wish  to  as¬ 
certain  the  capital  invested  in  manufacturing,  such  in¬ 
quiries  only  should  be  made  as  are  capable  of  answers 
that  will  be  nearly  exact.  Ask  manufacturers  the  plant, 
the  material  and  the  product  on  hand  or  in  process  on 
a  certain  day,  and  I  believe  the  answer  can  be  given  and 
will  show  just  what  you  are  after — the  capital  invested 
in  manufacturing. 

I  think  credit  should  not  be  included  in  the  inquiry. 
It  is  involved  in  the  commercial  or  banking  business  the 
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manufacturer  is  compelled  to  do  under  our  system,  but 
it  is  not  capital  engaged  in  manufacturing. 

1  tnay  make  one  exception  in  the  case  of  leased  land 
or  buildings  included  iii  plants.  Whether  that  should 
be  returned  is  a  question  that  appears  to  me  to  be  some¬ 
what  connected  with  theories  of  rent  that  I  wish  to  hear 
others  discuss. 

I  ttiink  manufacturers,  especially  corporations,  owe  it 
to  the  state  to  make  full  returns  to  such  inquiries  as  I 
have  outlined  above. 

Professor  H.  C.  Adams: — The  appearance  of  Mr.  Lamb 
with  us  emphasizes  a  point  I  wish  to  make.  The  gov¬ 
ernment  should  come  into  contact  with  such  men  and 
follow  their  advice.  Then  we  can  get  the  statistics  we 
want. 

Professor  Davis  R.  Dewey :  It  is  proper  to  inquire 
why  statistics  of  capital  are  collected.  Who  wants 
them  ?  Are  such  statistics  used  by  any  but  students  of 
economics  ?  Can  they  be  used  at  the  present  time  to 
throw  light  on  any  question  except  that  of  the  distribu¬ 
tion  of  wealth  ?  Statistics  of  capital  originated  in  the 
early  part  of  the  century  and  were  designed  to  show  the 
relative  economic  standing  of  nations  as  to  what  they 
could  endure  in  the  levying  of  war  taxes.  For  this  pur¬ 
pose  they  were  more  or  less  serviceable.  Such  a  purpose, 
however,  has  in  a  large  measure  disappeared,  and  they 
are  serviceable  now  only  as  applied  to  problems  of  the 
distribution  of  wealth.  The  question  arises  here  wheth- 


66 


American  Economic  Association  Hand-Book. 


er  more  harm  is  not  done,  and  whether  from  the  nature 
of  the  case  more  harm  must  not  inevitably  result  from 
their  erroneous  application. 

Professor  F.  W.  Taussig : — It  may  be  suggested  that 
it  is  possible  to  distinguish  between  '‘'■capital'''  and 
'•'capitalization'''  (i)  By  the  term  “  capital  ”  I  mean 
certain  tangible  things,  such  as  looms,  spindles,  sets  of 
cards,  furnaces,  Bessemer  ovens,  horsepower  of  machinery, 
and  the  like.  These  can  be  counted  or  measured  with  ab¬ 
solute  accuracy  ;  and  the  collection  of  statistics  regarding 
them  is  at  once  easily  possible  and  clearly  advantageous. 
Such  statistics  throw  important  light  on  the  growth  of 
the  apparatus  of  production.  (2)  By  “  capitalization  ” 
I  mean  the  money  value  or  capital  on  which  the  busi¬ 
ness  man  or  investor  expects  to  earn  an  income.  This 
sum, — of  what  is  expected  to  yield  an  income, — is  usu¬ 
ally  meant,  consciously  or  unconsciously,  by  the  “  mar¬ 
ket  value  ”  of  the  plant  of  a  business  enterprise.  The 
value  of  land,  and  of  buildings  and  machinery  as  well, 
are  measured  in  the  business  world  by  their  earning  ca¬ 
pacity.  F'igures  regarding  them  would  bear  rather  on 
the  distribution  than  on  the  production  of  wealth.  Sta¬ 
tistics  of  a  usable  sort  regarding  such  “  capitalization  ” 
can  usually  be  got  as  to  large  corporations ;  but  as  to 
other  business  enterpises,  the  fact  must  be  a  difficult  one, 
though  perhaps  not  an  impossible  one. 

Mr.  Wadliii : — The  methods  used  in  the  determina¬ 
tion  of  capital  in  connection  with  the  statistics  of  rail- 
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road  companies  are,  practically,  out  of  the  question  in 
a  census  of  manufactures,  for  the  reason  that,  except  in 
the  larger  establishments,  there  is  not  only  no  uni¬ 
formity  iti  book-keeping,  but  in  a  large  number  of  cases 
very  little  exact  book-keeping,  at  least  such  book-keep¬ 
ing  as  affords  a  basis  for  determining  exact  data.  The 
busine.ss  is  much  more  complex,  is  still  largely  dis¬ 
tributed  among  private  owners  who  vary  widely  in 
methods,  and  has  therefore  never  been  reduced  to  a 
substantially  uniform  system  such  as  prevails  in  the 
large  transportation  companies. 

If  only  definite  items  relating  to  tangible  property 
are  asked  for,  as  they  exist  on  a  fixed  day,  answers  can 
usually  be  obtained.  As  to  finished  product,  it  is,  of 
course,  an  asset ;  but,  for  the  reasons  I  have  previously 
given,  it  seems  to  me  that  it  should  not  be  considered 
as  capital  applicable  to  production  at  the  time  the  cen¬ 
sus  is  taken,  and  if  included  in  the  inquiry,  should  be 
returned  and  presented  separately. 


Profes.sor  A.  B.  Woodford : — My  brief  experience  as  spe¬ 
cial  agent  of  the  United  States  Bureau  of  Labor  was  this : 
We  had  difficulty  in  explaining  to  the  manufacturers 
what  information  we  wanted  ;  of  tho.se  who  did  under¬ 
stand  “unit  of  product”  and  cost  of  production,  most 
of  them  said  “  we  know  what  you  want,  but  we  won’t 
give  it  to  you.”  We  ought  to  do  missionary  work  and 
get  good  book-keeping.  The  work  is  not  hopeless.  It 
can  be  done  along  the  lines  suggested  by  Professor 
Adams  ;  but  missionary  work  is  necessary  before  we 
can  hope  to  get  valuable  statistics. 
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Mr.  Thomas  G.  Sheannati : — I  desire  to  speak  on  two 
|>oints  only:  (i)  Wliy  statistics  of  capital  onjfht  to  be 
returned ;  and  (2)  The  constitutional  right  to  make 
such  inquiry. 

First.  It  is  easy  to  see  why  objection  is  made  to  re¬ 
turns  of  capital.  It  is  not  merely,  nor  mainly,  because 
they  are  necessarily  erroneous,  since  the  other  returns 
given  in  connection  with  these  are  equally  erroneous 
and  deceptive.  But  those  who  object  to  census  returns 
of  capital  and  its  profits,  are  especially  anxious  to  have 
returns  of  manufacturing  wages.  Now  it  is  true  that 
the  returns  of  capital,  and  the  census  statements  from 
which  profits  on  capital  are  inferred  arc  very  largely  de¬ 
lusive  ;  but  they  are  not  one  whit  more  so  than  the 
statistics  of  wages.  The  census  of  1890  re])orted  an 
enormous  increase  of  wages  between  1880  and  ifiqf), 
although  everybody  knows  that  reductions  of  wages 
were  universal  during  the  greater  part  of  those  ten 
years,  and  that  the  increa.se  of  wages  in  the  more  pro.s- 
perons  years  could  not  have  greatly  overbalanced  the 
reductions  in  other  years. 

We  all  know  that  the  manufacturing  census  of  1890 
was  prepared  with  the  strongest  desire,  on  the  part  of 
every  manufacturer  making  returns,  and  of  every  officer 
receiving  and  compiling  them,  to  show,  to  the  utmost 
possible  extent  consistent  with  trnthfulnes.s,  that  wages 
were  large  and  manufacturing  profits  .small.  Never  in 
the  whole  history  of  statistics  was  there  such  a  tre- 
mendoits  and  unanimous  effort  to  bring  alK)ut  a  desired 
result. 
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If  wages  statistics  are  still  to  be  taken,  then,  in  all 
fairness,  statistics  of  capital  and  profit  thereon  should 
also  he  taken.  There  is  no  subject  upon  which  statis¬ 
tical  information  is  more  desirable  than  that  of  the  di.s- 
tribution  of  wealth,  its  cau.ses  and  effect.  The  investi¬ 
gation  of  wages  is  conducted  aImo.st  solely  with  refer¬ 
ence  to  that  que.stiou ;  aud  tlie  .statistics  of  capital 
are  equally  important.  The  difficulties  in  either  ca.se 
are  great ;  and  false  methods  in  either  case  lead  to  ab- 
•surd  results.  The  conclu.sions  reached  by  the  Senate 
Conimittce  of  1891,  with  regard  to  American  wages, 
were,  to  the  last  degree,  absurd.  The  whole  increase 
in  wages  of  clerks  in  stores,  which  was  so  .solemnly 
announced  iii  that  report,  was  founded  upon  infer¬ 
ences  drawn  from  the  .salaries  of  clerks  employed  in 
eight  country  stores,  the  accidental  increase  in  whose 
wages  was  assumed  to  have  been  shared  by  800,000  or 
more  clerks,  concerning  whom  no  information  was 
obtained. 

The  real  profits  of  capital  have  not  been  much  over- 
•stated  in  the  cen.su.s.  There  is  no  rea.son  to  suppose 
that  the.se  j)rofits  are  less  in  manufactures  than  in  rail¬ 
roads,  where  they  are  disgui.sed  by  inflated  stock.  Take 
the  New  York  Central  Railroad,  for  example.  It  pays 
only  a  5  per  cent  dividend  on  its  capital  stock  ;  but  its 
capital  has  been  watered  to  four  times  the  amount  of 
the  original  investment;  and  therefore  it  is  in  fact  pay¬ 
ing  20  ]ier  cent  on  that  investment,  and  has  paid  16 
per  cent,  regularly,  even  in  times  of  the  greatest  depre.s- 
.sion.  There  are  many  manufacturing  establi.shments 
which,  even  during  the  late  hard  time.s,  have  earned 
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from  20  to  30  per  cent  profits  on  their  capital ;  although 
they  have  generally  reinvested  the  larger  part  of  these 
profits  in  extensions  of  their  works.  The  reason  why 
capital  invested  in  manufactures  does  not  actually  pro¬ 
duce  such  large  profits  to  investors,  is  that  the  profits 
earned  are  reinvested  unwisely,  and  to  a  large  extent 
disastrously.  But  that  constitutes  no  more  reason  for 
reducing  the  estimate  of  profits,  than  the  wastefulness 
of  a  workman  would  be  for  reducing  the  census  estimate 
of  his  wages. 

Second.  As  to  the  constitutional  right  of  inquiry, 
that  is  one  of  the  new  refinements,  introduced  since  the 
discussion  of  the  income  tax.  The  constitution  very 
wisely  limits  the  official  right  of  search  among  private 
papers ;  but  there  is  no  constitutional  restriction  upon 
the  right  of  the  census  agent  to  make  any  inquiry  that 
the  statute  may  direct,  nor  upon  the  power  of  the 
person  inquired  of  to  make  any  fictitious  answer  that  he 
chooses. 


D1SCUS.S10N. — What  may  and  should  the  Statistics 
OF  Municipal  Finance  be  made  to  show?' 

LED  BY  PROFKHSORH  HBNKY  H.  GARDNER,  DEO  8.  ROWE,  AND  DR.  MILO  R. 
MALTBIB. 

Professor  Gardner : — The  discussion  of  this  question 
naturally  takes  the  form  of  suggestions  for  improvement 
in  the  presentation  of  the  statistics  of  municipal  finance 

*A  fuller  discusHion  of  this  subject  by  Professor  Gardner  will  be 
found  in  the  Publications  of  the  Association,  New  Series,  2  :  415-465- 
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found  in  the  eleventh  census.  The  eleventh  censns 
statistics  of  municipal  finance  are  open  to  the  following 
general  criticisms : 

1.  There  is  no  presentation  of  the  statistics  of  munici¬ 
pal  finance  as  a  whole.  The  statistics  of  the  different 
portions  of  the  subject  (debt,  taxation  and  valuation, 
receipts  and  expenditures)  are  separated  and  treated  in 
connection  wdth  the  statistics  of  like  facts  for  states 
and  counties. 

2.  There  is  a  failure  to  distinguish  between  the  differ¬ 
ent  sorts  of  municipalities.  Cities  should  be  treated 
separately  from,  and  in  much  greater  detail,  than  towns, 
villages,  etc.,  and  should  be  classified  according  to  both 
population  and  geographical  situation. 

The  subsequent  discussion  will  be  confined  for  the 
most  part  to  the  receipts  and  expenditures  of  cities,  as 
being  the  portion  of  the  subject  involving  the  greatest 
difficulties  and  least  adequately  treated  in  the  last  census. 
The  points  to  be  emphasized  in  this  connection  are  the 
necessity  of  carefully  excluding  merely  nominal  items, 
of  proper  grouping,  of  the  greatest  practicable  detail, 
and  of  an  adequate  statement  of  the  scope  and  meaning 
of  the  terms  used.  In  all  these  respects  the  work  of  the 
last  census  is  open  to  criticism.  The  question  of  the 
greatest  practicable  detail  calls  for  special  consideration. 
Unless  the  figures  are  presented  in  much  more  detail 
than  was  done  in  the  last  census  it  is  impossible  to  make 
an  intelligent  comparison  between  the  finances  of  differ¬ 
ent  cities  or  to  distinguish  the  influences  which  are 
acting  on  municipal  finance  in  general.  Adequate  detail 
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implies  not  merely  a  more  detailed  statement  of  sources 
of  revenue  and  administrative  branches  of  expenditure ; 
it  implies  a  distinction  between  expenditures  for  opera¬ 
tion  and  maintenance  and  expenditures  for  addition  to 
real  estate  and  equipment,  as  w’ell  as  separate  presenta¬ 
tion  of  some  of  the  more  important  aspects  of  municipal 
finance. 

Such  a  treatment  should  include  the  following  tables : 

1.  A  table  showing  the  facts  for  each  city  in  the 
greatest  practicable  detail. 

2.  A  table  of  summaries  from  which  certain  more  or 
less  exceptional  features  of  municipal  finance  {i.  e., 
features  not  present  in  the  case  of  practically  all  cities) 
should  be  eliminated,  receipts  and  expenditures  of 
quasi-private  enterprises  managed  by  the  cities,  grants 
from  states  and  counties,  etc. 

3.  A  table  of  comparisons  between  the  summaries  of 
receipts  and  expenditures.  Both  revenue  from  ordinary 
sources  and  revenue  from  all  sources,  other  than  loans 
and  transfers  from  sinking  funds,  should  be  compared 
with  both  expenditures  for  operation  and  maintenance 
and  expenditures  for  all  purposes  other  than  payment  of 
debt  and  transfers  to  sinking  fund. 

4.  A  table  showing  the  receipts  (with  specification  of 
sources)  and  expenditures  for  certain  branches  of  admin¬ 
istration  the  revenues  for  which  are  largely  derived  from 
special  sources,  such  as  fees,  penalties,  grants  from  state 
or  counties,  special  taxes,  sale  of  products,  etc.,  and 
which  may  in  some  instances  yield  a  net  revenue  avail¬ 
able  for  general  expenditures. 
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5.  A  statement  of  the  receipts  and  expenditures  of 
sinking  funds. 

6.  A  combined  statement  of  the  main  re.sults  of  the 
receipts  and  expenditures  of  the  general  trea.sury  and 
the  sinking  funds  treated  as  a  single  account. 

7.  A  table  showing  the  main  results  of  municipal 
finance  in  combination  with  the  main  results  of  state 
and  county  finance. 

Such  a  table  should  include  both  actual  and  per  capita 
figures  and  a  statement  of  the  proportion  of  the  popula¬ 
tion  of  the  state  dwelling  in  the  different  classes  of 
municipalities  treated. 

Frofes.sor  Rowe : — An  examination  of  census  data 
relating  to  municipal  finance  will  show,  I  think,  that  two 
distinct  rules  of  exclusion  were  violated  :  First,  a  great 
mass  of  information  of  very  restricted  popular  interest 
and  equally  small  scientific  value  covers  several  hundred 
pages  of  the  volumes  on  Wealth,  Debt  and  Taxation  ; 
and  secondly,  the  census  fails  to  give  any  information 
on  those  points  towards  which  both  popular  and  scientific 
attention  has  been  directed. 

Under  the  first  rule  would  come  the  statistics  of 
receipts  and  expenditures  of  cities  with  a  population  of 
from  four  to  fifty  thousand.  The  material  as  presented 
is  too  fragmentary  to  be  of  value  in  the  study  of  the 
financial  condition  of  any  one  city  and  is  misleading 
when  used  as  a  basis  of  comparison. 

All  the  defects  apparent  in  the  statistics  of  these  cities 
become  more  prominent  in  the  few  pages  devoted  to  the 
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finances  of  the  larger  municipalities.  It  is  important  to 
direct  particular  attention  to  this  portion  of  the  census 
returns,  because  of  the  fact  that  the  great  cities  are  at 
present  the  center  of  interest  in  the  discussions  on  muni¬ 
cipal  finance.  It  is  here  that  the  most  rapid  extension 
of  governmental  functions  is  being  made  and  as  a  result 
the  most  interesting  changes  in  public  financiering.  To 
reduce  the  receipts  and  expenditures  of  such  cities  to  a 
common  basis  is  one  of  the  most  difficult  problems  with 
which  the  census  has  to  deal.  We  must  bear  in  mind 
that  we  have  no  such  uniform  method  of  municipal  ac¬ 
counting  as  prevails  in  Germany  and  France,  nor  doe.s 
the  state  require  its  local  divisions  to  make  annual  re¬ 
turns  as  is  the  case  in  England.  Until  our  .states  adopt 
such  a  plan  we  must  expect  to  find  the  greatest  diversity 
in  the  grouping  of  receipts  and  expenditures  in  the  city 
reports.  The  careful  analysis  and  complete  rearrang- 
ment  to  which  such  reports  must  be  subjected  before 
they  may  be  said  to  present  a  trustworthy  picture  of 
municipal  conditions  is  well  shown  in  Dr.  Durand’s  ad¬ 
mirable  monograph  on  The  Finances  of  New  York 
City.  The  experience  of  the  compilers  of  the  eleventh 
census  shows  conclusively  that  the  financial  officials  are 
not  to  be  depended  upon  to  make  accurate  returns. 
Expert  agents  of  the  Bureau  must  compile  the  statistics 
from  the  official  reports  which  may  then  be  submitted 
to  city  officials  for  verification.  Another  grave  defect 
of  the  material  presented  in  the  eleventh  census  is  the 
fact  that  no  information  of  any  value  is  given  on  such 
important  questions  as  the  finances  of  municipal  indus- 
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trial  undertakings.  As  Professor  Gardner  has  well  said, 
to  group  under  one  head  all  public  works  and  to  give 
merely  “  net  income  ”  robs  the  figures  of  all  value. 
Furthermore,  in  placing  the  cost  of  new  constructions 
under  ordinary  expenditures  and  merging  it  with  cost  of 
maintenance  violates  an  accepted  principle  of  scientific 
classification  and  makes  comparison  impossible. 

If  therefore,  the  twelfth  census  undertakes  to  present 
the  statistics  of  municipal  finances  the  following  rules 
should,  in  my  opinion,  be  observed. 

1.  The  statistics  of  cities  with  a  population  of  less 
than  50,000  should  be  confined  to  mere  summaries  of 
receipts  and  expenditures  for  all  ‘cities  of  this  class  in 
each  state. 

2.  A  carefully  analyzed  and  detailed  statement  of  the 
receipts  and  expenditures  of  the  larger  cities,  observing 
the  distinction  between  ordinary  and  extraordinary  re¬ 
ceipts  and  expenditures  and  giving  the  fullest  informa¬ 
tion  concerning  public  works. 

3.  Explanatory  text  should  accompany  each  table. 

In  conclusion,  it  may  be  said  that  until  we  are  able 
to  present  the  finances  of  cities  for  each  year  instead  of 
at  decennial  periods,  we  cannot  expect  to  have  the  best 
results.  To  select  one  year  in  ten  makes  the  figures 
subject  to  the  fortuitous  circumstances  of  local  condi¬ 
tions.  Unless  we  can  look  forward  to  the  establishment 
of  a  permanent  census  bureau  which  might  undertake 
such  a  work,  I  should  be  inclined  to  favor  a  plan  to 
hand  over  such  investigations  to  a  more  permanently 
organized  authority,  such  as  the  Department  of  Labor. 
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The  investigation  on  the  finances  of  cities  with  a  popu¬ 
lation  of  30,000  and  over,  which  this  Department  has 
undertaken,  is  likely  to  prove  of  more  value  than  any 
that  we  may  reasonably  expect  from  a  temporary  census 
bureau. 

Dr.  Maltbie  : — The  recommendations  of  the  Commit¬ 
tee  in  the  main  seem  entirely  practical  and  scientific. 
The  classification  of  receipts  according  to  sources  of 
revenue  and  disbursements  according  to  purposes  of 
expenditure,  without  attempting  to  show  whether  the 
fire  department,  for  example,  produces  sufficient  revenue 
to  defray  even  a  .small  part  of  its  cost  of  maintenance, 
is  undoubtedly  a  correct  one.  City  government  in  most 
of  its  activities  is  not  a  business  corporation,  and  the 
question  of  profit  or  loss  is  not  the  vital  issue.  In  a  few 
instances,  however,  the  taxpayer  wishes  to  know,  and 
properly  too,  whether  a  certain  function  is  performed  at 
a  loss  or  gain.  These  instances  embrace  what  may  be 
called  indu.strial  fnnction.s,  viz.,  gas  works,  electric 
lighting  plants,  street  railways,  docks  and  wharves,  sub¬ 
ways,  water  works,  etc.,  in  short,  those  activities  in 
which  there  is  an  attempt  to  make  the  receipts  nearly 
or  about  meet  expenditures.  In  these  instances,  the 
fundamental  question  is  the  relative  superiority  of 
municipal  vs.  private  action.  And  it  is  important  to 
know  whether  the  taxpayer  is  being  called  upon  to 
meet  losses  which  municipal  management  has  produced, 
or  whether  taxes  are  being  lowered  by  profits  made. 
Hence,  some  attempt  should  be  made  to  show  the 
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financial  standing  of  the  municipal  works  according  to 
the  same  principles  as  obtain  in  private  industry. 

It  is  important  also  that  some  method  be  fonnnlated 
that  combines  the  financial  statistics  of  the  many  local 
authorities  which  are  usually  included  within  the  eco¬ 
nomic  city — the  urban  center.  To  illustrate  :  there  are 
within  the  limits  of  the  city  of  Chicago  some  sixteen 
local  authorities.  If  the  finances  of  the  “city  of 
Chicago  ”  alone  be  considered,  and  if  these  statistics  be 
compared  with  those  of  other  cities,  one  is  apt  to  be 
misled.  Other  cities  do  not  have  so  many  different 
local  authorities,  and  unle.ss  the  statistics  are  combined, 
at  least  temporarily,  the  conclusiohs  drawn  from  com¬ 
paring  Chicago  with  other  cities  w'ill  be  erroneous. 
The  debt  of  the  city  of  Chicago  is  about  $17,000,000; 
but  the  .sanitary  district,  almost  contenninous  with  the 
city,  has  incurred  a  debt  greater  than  the  city’s  debt, 
which  is  as  important  and  real  to  the  taxpayer  as  the 
debt  of  the  municipality.  Now  if  the  municipal  sta¬ 
tistics  of  the  Census  Bureau  or  of  the  Department  of 
Labor  are  to  be  of  far-reaching  use  and  helpfulness,  they 
must  assume  the  point  of  view  of  the  taxpayer  and  tell 
him  what  he  most  wishes  to  know,  viz.,  how  conditions 
in  his  city — the  urban  center  in  which  he  live.s — com¬ 
pare  with  those  of  other  centers.  To  do  this,  a  common 
basis  of  comparison  must  be  established  which  is  not 
restricted  by  legal  fictions.  It  hardly  seems  neces-sary 
for  me  to  emphasize  what  every  speaker  has  said,  viz., 
that  these  comparative  statistical  reports  ought  to  be 
issued  annually  instead  of  decennially. 
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Dr.  H.  H.  Cook  : — It  would  be  impracticable  to  depend 
solely  upon  the  local  city  officials  for  any  such  detailed 
statement  of  receipts  and  exp)enditures  as  that  suggested 
by  Dr.  Rowe.  They  have  not  the  time  to  devote  to  this 
work,  if  it  is  to  be  done  with  the  scientific  accuracy 
which  its  importance  demands ;  and,  although  they 
possess  the  local  knowledge  which  is  a  prerequisite  to 
the  full  understanding  of  the  accounts  of  a  city,  this  is 
more  than  outweighed  by  the  fact  that  in  general  their 
mental  horizon  is  limited  to  their  own  city  and  that  they 
have  formed  certain  habits  regarding  various  fuuda- 
meutal  methods  of  accounting  which,  varying  from  city 
to  city,  would  interfere  seriously  with  the  scientific 
uniformity  of  the  returns.  I  would  favor,  therefore,  an 
investigation  by  special  agents  with  some  degree  of 
local  knowledge  to  whom  uniformity  could  be  dictated 
from  above  by  carefully  drawn  instructions. 

These  agents  will  have  to  depend  for  their  information 
upon  two  sources,  (i)  the  reports  of  the  financial  officers 
of  the  city  (the  collector,  treasurer,  and  controller  or 
auditor),  and  (2)  the  reports  of  the  various  departments. 
The  former  present  the  purely  financial  aspects  of  the 
work  of  the  year  in  income  and  outgo ;  the  latter  sup¬ 
plement  this  with  an  account  of  the  administrative 
aspects,  namely,  the  amount  of  work  done.  The  desira¬ 
bility  of  showing  in  connection  with  the  expenditures  of 
a  city  the  amount  of  work  accomplished  in  return  for 
that  expenditure  must  be  apparent  to  all.  The  relation 
between  expenditure  and  work  done  is  the  measure  of 
the  efficiency  of  municipal  administration.  In  any 
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endeavor  to  accomplish  this,  difficulties  at  once  begin  to 
arise.  Various  departments  will  be  found  whose  admin¬ 
istrative  year  differs  from  the  fiscal  year  of  the  finance 
departments.  This  is  apt  especially  to  be  the  case  with 
regard  to  departments  of  administration  of  which  the 
state  has  taken  entire  or  partial  control ;  deriving  their 
powers  from  a  higher  .source,  they  cannot  be  coerced  by 
the  city  into  nnformity  with  the  other  departments. 
But  even  in  cases  in  which  the  administrative  year  and 
the  fiscal  year  agree,  the  two  sources  of  information  will 
frequently  differ  as  to  the  total  amount  expended.  This 
fact  is  due  to  several  causes  of  which  the  following  are 
the  most  important :  First,  in  some  cities  there  exist 
semi-independent  department  treasuries  into  which  cer¬ 
tain  receipts  are  covered  and  from  which  certain  ex¬ 
penditures  are  made  without  the  cognizance  of  the  city 
auditor.  Secondly,  the  reports  of  our  administrative 
department  may  differ  from  the  report  of  the  controller, 
as  to  total  expenditure,  becau.se  of  a  difference  of  opinion 
as  to  the  bills  to  be  included.  The  department  desires 
to  include  in  its  showing  of  work  done  all  the  work 
accomplished  during  the  year  irrespective  of  whether 
the  bills  for  that  work  have  been  rendered,  properly 
approved,  and  the  corresponding  warrants  drawn  upon 
the  treasurer.  The  auditor,  on  the  other  hand,  regards 
only  the  appropriations  and  the  warrants  which  he  has 
drawn  upon  the  treasurer  against  them.  Consequently 
there  is  a  tendency  toward  a  difference  in  totals.  Where 
the  two  sources  agree  as  to  their  totals,  they  differ  fre¬ 
quently  as  to  items  of  detail.  This  arises  from  the  fact 
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that  the  system  of  classification  of  expenditures  is  too 
often  left  to  chance.  The  auditor  adopts  one  classifica¬ 
tion  ;  the  department  another.  As  a  consequence  a  con¬ 
fusion  arises  which  leaves  the  investigator  entirely  in 
the  dark  as  to  the  real  facts.  The  greatest  desideratum 
toward  the  proper  understanding  of  municipal  adminis¬ 
tration  is  a  scientific  classification  of  receipts  and  ex¬ 
penditures  to  which  both  financial  and  administrative 
departments  should  be  made  to  conform. 

An  error  which  is  very  frequently  made  in  comparing 
the  expenditures  of  cities  is  the  failure  to  take  into 
account  the  custom  of  a  city  in  charging  or  in  not 
charging,  as  the  case  may  be,  one  department  for  work 
done  for  it  by  another  department.  The  most  obvious 
example  of  this  kind  arises  in  cities  owning  their  water 
works ;  some  cities  charge  the  various  departments  for 
the  water  furnished,  others  do  not.  Unless  the  expendi¬ 
tures  are  upon  the  same  basis,  comparisons  between 
cities  will  be  vitiated.  Water  supply,  although  perhaps 
the  most  important  is  by  no  means  the  only  case  in 
which  the  city  does  work  for  itself ;  municipal  gas 
works  and  electric  lighting  plants,  municipal  printing 
plants,  departments  engaged  in  performing  repairs,  in 
installing  electric  lighting  apparatus,  or  in  providing 
the  other  departments  with  office  furniture,  and  any 
department  which  is  a  central  purchasing  agent  for  pro¬ 
viding  other  departments  with  supplies,  stationery,  post¬ 
age,  etc.,  all  might  give  rise  to  similar  error.  Expendi¬ 
tures  for  such  objects,  moreover,  in  case  the  service  is 
charged  to  the  department  for  which  the  work  is  done. 
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enter  twice  into  the  total  of  expenditures  of  the  city, 
once  as  a  payment  for  labor  and  materials  by  the  depart¬ 
ment  doing  the  work,  and  again  as  a  payment  for  the 
particular  service  by  the  department  for  which  the  work 
is  done.  The  receipts  and  expenditures  of  the  city  are 
thus  swollen  by  an  accident  of  book-keeping.  Inasmuch 
as  cities  differ  in  the  extent  to  which  they  perform  work 
for  themselves,  it  is  important  for  purposes  of  comparison 
that  such  receipts  and  expenditures  be  separately  stated 
so  that  they  may  or  may  not  be  included  in  the  total  of 
expenditures  as  the  exigencies  of  the  comparison  may 
demand. 

The  student  of  municipal  administration  should  always 
keep  in  mind  that  municipal  functions  do  not  correspond 
with  municipal  book-keeping.  The  accounts  of  a  city 
are  the  result  not  of  scientific  analysis  of  city  functions, 
but  of  a  slow  growth  dependent  upon  temporarj’  con¬ 
venience  or  individual  habits  of  accounting.  As  a  result 
the  cost  of  any  particular  sort  of  work  has  to  be  searched 
for  in  many  places.  The  work  now  most  requisite  for 
the  proper  understanding  of  municipal  finances  is  an 
historical  study  for  a  series  of  years  of  the  growth  of 
municipal  departments ;  the  history  of  the  adminis¬ 
trative  changes  in  the  development  of  a  city  function, 
the  progress  from  management  by  a  committee  of  the 
city  council,  to  management  by  a  board,  to  management 
by  a  single  head ;  the  history  of  consolidation  of  related 
departments  and  the  gradual  separation  of  new  depart¬ 
ments  from  old  in  the  process  of  progressive  differentia¬ 
tion.  State  and  county  functions  should  be  defined  and 
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separated  from  purely  municipal  functions.  No  com¬ 
parison  can  be  made  between  cities  unless  they  are 
engaged  in  the  same  work.  Such  a  study  of  municipal 
administration  would  not  only  be  of  great  interest  to 
students  of  municipal  history,  but  would  serve  as  a 
working  index  to  the  present  accounts.  It  would  ex¬ 
plain  many  accounts  which  depend  on  state  legislation 
of  more  or  less  complication ;  metropolitan  sewerage, 
water  and  parks  bear  a  complicated  relation  to  the  city 
which  can  be  now  understood  only  by  long  research  in 
statutes  and  reports.  Let  this  work  be  done  once  for  all 
and  a  report  made  which  shall  present  in  brief  form 
the  information  necessary  to  the  proper  understanding 
of  the  finances  of  our  great  cities. 

Dr.  J.  H.  Hollander : — The  statistics  of  municipal 
finance  serve  two  purposes:  (i)  to  compare  the  relative 
importance  of  the  fiscal  activities  of  municipalities  with 
larger  units,  state  and  nation  and  (2)  to  study  the  fiscal 
experience  of  specific  cities. 

The  first  was  secured  reasonably  well  be  the  muni¬ 
cipal  finance  statistics  of  1890.  Large  generalizations 
could  be  deduced  with  adequacy.  A  comparison  of  the 
growing  activities  of  municipal  centers  with  state  and 
nation  proved,  for  example  that  our  cities  were  not,  as  it 
had  been  assumed,  plunging  into  insolvency. 

For  the  second  purpose,  I  found  the  statistics  abso¬ 
lutely  useless. 

The  practical  suggestion  I  should  like  to  offer  is 
this :  The  Federal  census  should  endeavor  to  serve  the 


Statistics  of  Municipal  Finance.  83 

first  purpose  better,  and  omit  the  second.  This  would 
tend  to  reform  and  simplicity.  It  is  useless  for  com¬ 
parative  study  to  get  statistics  at  ten  year  jieriods,  and 
in  any  event  more  detailed  figures  are  required  than 
those  given.  We  can  afford  to  neglect  the  second  pur¬ 
pose  owing  to  the  organization  of  bureaus  of  municipal 
statistics  and  of  the  proposed  work  of  the  National 
Bureau  of  Labor.  These  are  the  natural  .sources  from 
which  to  get  detailed  statistics. 

The  .schedule  should  be  brief,  simple,  not  subjective, 
and  should  not  attempt  to  distinguish  between  ordinary 
and  extraordinary  expenditures. 

Professor  Gardner: — Should  we  try  to  get  detailed 
statistics?  My  experience  has  been  that  it  is  impossi¬ 
ble  to  get  reliable  totals  for  the  main  classes  of  expendi¬ 
ture  without  an  analysis  and  re-arrangement  of  the 
details  as  presented  in  municipal  reports.  For  the 
present,  this  work  must  be  done  by  the  investigator  if 
uniformity  is  to  be  secured.  Since  the  detailed  analysis 
must  be  made  its  presentation  is  only  a  matter  of  space. 
If  the  Bureau  of  Labor  is  to  do  this  work  for  the  larger 
cities,  the  census  of  course  does  not  need  to  cover  the 
same  ground.  I  cannot  agree  that  the  eleventh  census 
gives  figures  adequate  for  the  comparative  study  of  city, 
county,  state,  and  national  finance.  It  indicates  a  rela¬ 
tively  rapid  growth  of  municipal  expenditures.  This 
may  be  due  to  the  increasing  proportion  of  the  popula¬ 
tion  living  in  cities,  to  an  increase  in  municipal  func¬ 
tions  or  to  both  these  causes.  We  can  estimate  the 
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relative  importance  of  these  causes  only  by  means  of 
per  capita  figures  and  a  statement  of  expenditures  in 
detail,  neither  of  which  the  census  gives. 


Some  Aspects  of  the  Treasury  Situation  in 
THE  Years,  1893  to  1897. 

ABSTRACT  OF  PAPER  BY  PROFESSOR  F.  W.  TAUSSIG. 

During  an  interval  of  about  a  year  between  these 
two  dates,  the  Treasury  held  in  its  vaults  continuously 
$100,000,000  and  more  of  legal  tender  notes.  Some 
accumulation  had  already  shown  itself  in  1894  and  in 
the  early  part  of  1895,  but  the  great  accumulation  took 
place  during  1896.  The  process  of  thus  storing  away 
and  hoarding  the  greenbacks  must  have  been  the  result 
of  deliberate  policy  by  the  Administration ;  yet,  strange 
to  say,  not  one  word  concerning  it  is  said  in  the  official 
Treasury  Reports. 

The  explanation  of  this  accumulation  is  to  be  found 
in  the  great  redundancy  of  the  currency  during  the 
period  of  depression  that  followed  the  crisis  of  1893. 
During  the  embarrassment  under  which  the  Treasury 
labored  throughout  this  period,  it  endeavored  at  first  to 
pay  out  legal  tenders  as  they  came  into  its  hands.  But 
the  paper  thus  paid  out  flowed  back  again,  and  the 
so-called  “endless  chain”  came  into  operation.  One 
mode,  and  an  important  one,  in  which  the  operation  of 
the  endless  chain  was  stopped  was  the  hoarding  and 
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impounding  of  the  legal  tender  notes.  This  process, 
adopted  quietly  and  without  public  notice,  but  firmly 
and  on  a  large  scale,  put  an  end  for  the  time  being  to 
the  excess  of  the  circulating  medium,  and  so  served  as  a 
clumsy  and  artificial  means  of  giving  elasticity  in  the 
currency'  This  artificial  elasticity  was  secured  only  at 
the  expense  of  the  great  bond  issues  of  1894-96  and  the 
uncertainty  and  disturbance  which  accompanied  these 
troublesome  operations. 

F'ollowing  out  the  details  of  these  operations,  the 
paper  analyzed  the  fluctuations  of  the  holdings  of  gold 
and  legal  tender  notes  by  the  Treasury,  the  reserves  of 
the  New  York  banks,  the  effects  of  the  four  great  bond 
sales,  and  the  general  conditions  of  industry  and  trade. 
The  end  of  this  artificial  mode  of  securing  elasticity 
came  with  mid-summer  of  1896;  then  the  conditions 
suddenly  changed.  The  European  demand  for  bread- 
stuffs  became  urgent,  exports  swelled,  the  first  stages  in 
the  revival  of  business  began  to  appear.  A  demand  for 
currency  set  in  from  the  West,  and  the  same  volume  of 
legal  tenders  which  it  had  been  impossible  to  keep  in 
circulation  in  the  period  of  depression,  now  went  easily 
into  active  circulation.  The  legal  tender  paper  which 
the  Treasury  had  hoarded  was  put  out  by  it,  partly  in 
the  w’ay  of  ordinary  disbursements  and  partly  in  ex¬ 
change  for  depo.sits  of  gold  ;  and  instead  of  flowing  back 
into  the  Treasury  it  now  remained  in  use  for  the  grow¬ 
ing  business  of  the  country.  A  gleam  of  prosperity 
thus  brightened  the  closing  months  of  the  Cleveland 
administration,  and  unexpectedly  enabled  it  to  turn 
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over  the  Treasury  in  a  flourishing  condition  to  the  pres¬ 
ent  Administration. 

The  same  thing  which  thus  happened  in  1894-96,  it 
was  pointed  out,  occurred  ten  years  earlier,  in  1884-86. 
In  this  period  the  silver  currency  which  had  been  issued 
under  the  Act  of  1878  proved  to  be  excessive  during  a 
period  of  depression,  and  flowed  back  into  the  Treasury 
precisely  as  the  legal  tenders  flowed  back  in  1894-96.  As 
it  happened,  in  1884-86  the  Treasury  had  a  large  exce.ss 
of  receipts  over  expenditures  and  thus  was  able  quietly 
to  hoard  a  large  volume  of  silver  currency  without  the 
difficulties  and  disturbances  which  were  encountered 
ten  years  later.  No  less  than  $60,000,000  of  silver  cur¬ 
rency  were  thus  hoarded  in  1884-86,  just  as  the  larger 
sum  of  $100,000,000  of  legal  tenders  was  hoarded  ten 
years  later.  In  this  later  period  the  great  bond  .sales 
were  necessary  in  order  to  enable  the  Treasury  thus  to 
bring  about  the  contraction  of  the  currency  nece.ssary 
for  its  accommodation  to  the  changed  conditions  of  busi¬ 
ness,  but  in  both  cases  the  proce.ss  was  virtually  the 
same. 

The  paper  concluded  by  pointing  out  that  what  had 
thus  happened  twice  before  might  easily  happen  again. 
Under  the  pre.sent  haphazard  system,  the  Treasury  is 
responsible  for  a  huge  mass  of  paper  and  silver  cur¬ 
rency,  and  has  no  means  of  accommodating  the  volume  of 
the  currency  to  the  varying  conditions  of  business  and 
the  varying  needs  for  a  circulating  medium.  Another 
period  of  depression  such  as  is  likely  to  appear  sooner 
or  later  in  the  periodic  alternations  of  activity  and  stag- 
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nation,  will  bring  the  same  difficulties  to  the  Treasury, 
and  will  serve  once  more  to  illustrate  the  need  of  a 
really  elastic  currency. 


The  Early  Canal,  Railroad  and  Banking  En¬ 
terprises  OF  THE  States,  in  Relation  to  the 
Growth  of  Corporations  in  the  United  States. 

ABSTRACT  OF  PAPER  BY  DR.  GUV  S.  CALLENDER. 

The  twenty-five  years  following  the  close  of  the 
second  war  with  England  witnessed  a  remarkable  ex¬ 
tension  in  this  country  of  the  activity  of  the  state  into 
the  field  of  economic  affairs.  Before  the  government  of 
any  European  country  had  undertaken  to  provide  a 
comprehensive  system  of  transportation  facilities,  Galla¬ 
tin  had  written  his  famous  report  on  roads  and  canals, 
outlining  such  a  system  and  recommending  its  con¬ 
struction  by  the  public  authorities.  The  Cumberland 
road  was  begun  a  few  years  later,  and  from  that  time  to 
the  Civil  War  the  Federal  government  was  more  or  less 
concerned  with  numerous  works  of  internal  improve¬ 
ment.  It  was  the  activity  of  the  states,  however,  that 
became  most  important.  New  York  led  the  way  in 
1817  with  her  Erie  and  Champlain  Canals;  Pennsylva¬ 
nia  followed  in  1825;  Maryland  in  1828;  and  Virginia, 
Georgia  and  Massachusetts  a  few  years  later,  all  under¬ 
taking,  or  assisting,  to  construct  canal  or  railway  lines 
into  the  interior.  In  the  northwest,  Ohio  took  up  the 
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movement  in  1825,  when  she  projected  her  system  of 
state  canals  and  about  ten  years  later  Indiana,  Illinois 
and  Michigan  followed  her  example.  Nor  was  the 
activity  of  the  states  confined  to  canal  and  railroad  en¬ 
terprises.  Banking  corporations  had  from  the  first  re¬ 
ceived  considerable  assistance  from  the  states  in  the 
form  of  investments  of  public  revenue  in  bank  stock, 
but  after  1815  the  newer  states  of  the  West  and  South¬ 
west  began  the  policy  of  establishing  large  banks  where 
capital  was  almost  entirely  supplied  by  the  state  and 
derived  from  a  sale  of  state  bonds.  The  first  bank  of 
this  kind  was  established  by  Louisiana  in  1824  ^^d  all 
the  other  southwestern  states  established  similar  insti¬ 
tutions.  Thus  during  the  years  from  1817  to  1840,  at 
the  very  time  when  the  Federal  government  was  paying 
off  the  national  debt,  lest  it  should  tempt  to  extravagant 
expenditure,  the  states  were  creating  a  debt  of  more 
than  $200,000,000 — the  first  large  funded  debt  created 
by  any  country  for  purely  industrial  purposes. 

Now  what  is  the  explanation  of  this  remarkable 
movement  here  in  America  where  there  seems  so  little 
reason  to  expect  it  at  this  early  time?  We  may  ob¬ 
serve  at  the  outset  that  it  was  not  due  to  the  prevalence 
of  any  socialistic  or  populistic  idea  that  the  business  of 
supplying  transportation  and  banking  facilities  to  the 
community  was  not  a  perfectly  safe  one  to  entrust  to 
individuals  and  corporations.  The  difficulty  which  the 
intervention  of  the  states  designed  to  remedy  related 
not  to  the  control  or  regulation  of  banks  and  transporta¬ 
tion  lines,  but  to  securing  the  capital  necessary  to  pro- 
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vide  them.  The  sudden  change  in  the  economic  condi¬ 
tion  of  the  West  which  resulted  from  the  extension  of 
cotton  culture  into  the  Gulf  region,  gave  rise  to  an 
immense  demand  for  capital  in  this  country,  (i)  to 
open  up  new  plantations  in  the  Southwest  and  (2)  to 
connect  the  seaboard  with  the  interior,  and  the  Great 
Lakes  with  the  Mississippi  by  means  of  canals.  In 
both  these  cases,  and  especially  in  the  latter,  the  de¬ 
mand  for  capital  was  peculiar  in  that  it  was  for  large 
masses  of  capital.  Prior  to  1815  large  aggregations  of 
fixed  capital  were  wholly  unknown  to  American  indus¬ 
try.  The  largest  undertakings  the  country  had  carried 
out  were  the  Middlesex  canal  in  Massachusetts  and  the 
Santee  and  Cooper  canal  in  South  Carolina,  which  in¬ 
volved  the  investment  of  only  about  half  a  million  dollars 
each.  Many  of  the  new  canal  enterprises  called  for 
from  two  to  ten  million  dollars,  and  the  plantations  of 
the  Southwest  required  as  large  capital  as  the  manufac¬ 
turing  enterprises  of  the  time.  Great  as  was  this  de¬ 
mand  for  capital,  it  was  not  much  in  excess  of  the  avail¬ 
able  supply.  In  the  eastern  states  the  people  had  been 
very  prosperous  and  the  small  savings  of  the  com¬ 
munity  were  sufficient,  as  in  New  York,  to  construct 
the  principal  canals  ;  while  the  newer  states  of  the  West 
could  find  an  abundant  source  of  supply  in  England 
which  was  just  now  beginning  to  feel  the  pressure  of 
surplus  capital.  Her  capitalists  were  in  fact  turning  to 
America  at  this  time  as  a  possible  field  for  investment. 
The  chief  difficulty  of  the  situation  consisted,  therefore, 
on  the  one  hand  in  the  necessity  of  collecting  the  home 
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capital  into  those  large  masses  which  the  new  enter¬ 
prises  required,  and  on  the  other  in  attracting  to  this 
country  the  surplus  capital  of  England.  Corporations 
had  not  at  this  time  reached  a  sufficient  development  in 
this  country  to  serve  as  an  agency  for  accomplishing 
either  of  these  objects.  Since  the  close  of  the  revolu¬ 
tion  they  had  been  slowly  developing  in  the  banking, 
insurance,  turnpike,  canal  and  manufacturing  enter¬ 
prises  as  these  industries  had  called  for  larger  and  larger 
masses  of  capital  under  one  management,  but  with  the 
exception  of  two  or  three  banking  companies,  there 
were  none  whose  securities  could  command  the  confi¬ 
dence  of  the  numerous  body  of  small  capitalists  who 
owned  the  bulk  of  the  capital  of  the  country,  and  the 
United  States  Bank  was  probably  the  only  one  that 
could  sell  its  securities  in  the  foreign  market.  Under 
these  conditions  if  the  community  was  to  secure  the 
transportation  and  banking  facilities  which  it  required, 
some  means  had  to  be  devised  of  collecting  the  avail¬ 
able  capital  into  those  large  ma.sses  which  the  new  en¬ 
terprises  required.  It  was  to  supply  this  need,  that  the 
states  were  led  to  undertake  the  enterprises  or  subsidize 
corporations  for  the  purpose.  It  was  their  credit  and 
not  their  administrative  machinery  that  was  chiefly 
needed. 

President  A.  T.  Hadley : — I  am  sure  the  lack  of  di.s- 
cussion  is  not  a  sign  of  lack  of  interest.  I  want  to 
thank  the  speaker  for  his  contribution.  I  think  he  has 
explained  a  feature  of  ottr  early  economic  history  that 
has  not  hitherto  been  understood. 
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ABSTRACT  OF  PAPER  BY  PROFESSOR  J.  C.  SCHWAB. 

The  financial  history  of  the  Confederate  States  centers 
about  the  attempt  to  raise  a  large  war  revenue  by  the 
wholesale  issue  of  bonds  and  paper  monev.  Import  and 
export  duties  netted  the  government  insignificant 
amounts,  owing  to  the  rigor  of  the  Federal  blockade  ; 
and  more  available  forms  of  taxation  were  not  intro¬ 
duced  till  late  during  the  war.  Enough  figures  are 
available  to  show  that  the  issue  of  notes  increased  most 
rapidly  during  the  months  immediately  after  August, 
1862,  during  the  last  months  of  1863,  and,  by  inference, 
during  the  last  winter  of  the  war.  During  the  first 
months  of  1863  and  again  during  the  first  months  of 
1864  there  was  a  falling  off  in  the  amounts  outstanding, 
due  to  the  two  so-called  Funding  Acts,  one  of  March 
23,  1863,  and  the  other  of  Feb.  17,  1864,  which  reduced 
the  amounts  outstanding  by  compelling  noteholders  to 
exchange  their  notes  for  bonds,  under  threat  of  a  heavy 
tax  on  notes. 

The  premium  on  gold  first  appeared  in  April,  1861, 
and  in  its  rise  reflected  the  growing  inflation  of  the  cur¬ 
rency.  The  temporary  decline  in  the  amount  of  notes 
outstanding  just  mentioned  is  also  reflected  in  a  tempo¬ 
rary  drop  in  the  gold  premium  in  the  early  months  of 
1864,  least  a  retarding  of  the  upward  move¬ 

ment  of  the  premium  in  the  early  part  of  1863.  How¬ 
ever,  aside  from  a  general  correspondence  between  the 
amount  of  notes  outstanding  and  the  gold  premium,  the 
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former  does  not  satisfactorily  explain  the  movements  of 
the  latter.  Similarly,  in  the  North,  the  gold  premium 
was  not  closely  connected  with  the  amount  of  “  green¬ 
backs”  outstanding  at  any  time.  In  fact,  the  gold 
value  of  Federal  notes  and  bonds  ran  closely  parallel 
during  the  war ;  this  is  also  true  of  the  Confederate 
notes  and  bonds,  which  suggests  that  these  two  sets  of 
parallel  fluctuations  were  caused  by  and  e.xplaiued  by 
the  changing  credit  of  the  two  governments  concerned. 
They  reflect  the  popular  feeling  on  both  sides  as  to  the 
war’s  coming  to  a  close. 

That  is  to  say  the  affairs  of  the  Confederate  States 
were  approaching  a  crisis  in  the  spring  of  1862,  in  the 
mid-summer  of  1863,  in  the  first  months  of  1864,  and  in 
the  first  months  of  1865,  during  which  periods  the 
credit  of  the  Confederacy  was  failing  most  rapidly,  and 
that  of  the  North  was  improving,  to  correspond  with 
its  growing  hopes  of  ultimate  success.  By  the  same 
reasoning  the  North  was  most  despondent  of  success 
and  the  South  correspondingly  sanguine  in  the  summer 
of  1862,  the  first  months  of  1863,  and  the  summer 
months  of  1864,  when  the  credit  of  the  North  declined 
and  that  of  the  South  was  at  least  retarded  in  its  down¬ 
ward  movement. 

The  currency  price  of  commodities  rose  with  the  rise 
of  the  price  of  gold,  but,  in  general,  much  faster. 
Moreover,  each  unusual  rise  in  the  gold  premium  was 
not  coincident  with,  but  was  followed  by  a  general  rise 
in  the  price  of  commodities.  Thus,  the  effect  of  the 
rapid  rise  of  the  premium  during  the  summer  of  1863, 
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the  winter  of  1863-64,  and  that  of  1864-65  was  felt  upon 
the  price  level  some  time  later.  In  the  North  currency 
prices  of  commodities  responded  more  quickly  to  a  sud¬ 
den  rise  in  the  gold  premium.  Periods  of  high  prices 
were  in  general  coincident  with  and  did  not  follow  the 
periods  when  gold  was  at  its  highest,  for  instance,  in  the 
summer  of  1862,  the  first  months  of  1863,  and  the  mid¬ 
summer  of  1864,  which,  it  was  pointed  out  before,  were 
the  months  of  deepest  depression  in  the  North.  The 
difference  in  this  particular  between  the  North  and 
South  may  find  its  explanation  in  the  higher  industrial 
development,  the  greater  rapidity  of  circulation  and  the 
larger  markets  and  transactions  in  the  North.  This 
explanation  is  borne  out  by  the  fact  that  the  currency 
prices  in  the  city  markets  of  the  South  responded  more 
quickly  to  a  rise  in  the  gold  premium  than  did  the  prices 
in  the  rural  markets  of  North  Carolina. 

The  derangement  of  prices  and  the  enormous  rise  of 
gold  and  of  commodities  was,  at  the  time,  quite  generally 
ascribed  to  an  unpatriotic  mania  for  speculation,  and,  as 
had  been  done  in  Revolutionary  times,  the  blame  for  the 
unfortunate  condition  of  things  was  thrown  upon  the 
so-called  “  monopolizers,  forestallers  and  engrossers.” 
Laws  were  passed  early  during  the  war  to  prevent 
speculation  in  gold  and  commodities,  the  old  device  of 
price  conventions  was  adopted,  and  people  were  even 
advised  to  lynch  a  few  of  the  obnoxious  speculators. 
Reference  was  made  to  the  supposedly  successful  Federal 
legislation  against  speculation  in  gold.  It  was  quite 
natural  that  the  local  differences  in  prices,  their  violent 
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and  sudden  fluctuations,  and  their  relative  divergence  as 
the  war  went  on,  should  greatly  encourage  speculation. 

The  Confederate  regulation  of  trade,  especially  the 
laws  interfering  with  the  export  of  cotton,  was  a  striking 
modern  instance  of  a  kind  of  commercial  warfare  the 
futility  of  which  had  been  effectually  proven  during 
our  Revolution,  and  again  during  the  years  preceding 
the  War  of  1812.  Following  those  earlier  examples  in 
our  history,  a  curiously  contradictory  policy  was  carried 
out  by  the  Confederate  government.  On  the  one  hand 
an  embargo  on  the  export  of  cotton  was  looked  on  with 
great  favor  as  offering  the  readiest  means  of  coercing 
England  into  recognizing  the  Confederacy.  The  South 
in  exporting  cotton  would,  it  was  said,  be  throwing 
away  its  trump  card,  “  selling  its  right  arm  of  defence 
for  coin,”  merely  be  benefitting  the  North.  On  the 
other  hand,  some  saw  that  forbidding  the  export  of  cot¬ 
ton  was  merely  biting  one’s  own  nose  off,  and,  instead 
of  offering  a  means  of  coercing  England,  was  really 
playing  into  the  hands  of  the  Federal  blockading  fleet, 
and  robbing  the  South  of  the  most  convenient  means  of 
buying  supplies  abroad,  of  which  it  was  so  sadly  in  need. 
These  conflicting  opinions  were  reflected  in  the  actions 
of  the  government,  which,  on  the  one  hand,  prevented 
the  cotton’s  leaving  the  country,  and,  on  the  other  hand, 
made  exceptions  in  favor  of  individual  exporters  who 
shared  their  profits  with  the  government ;  or  the  latter 
exported  cotton  and  imported  military  supplies  on  its 
owu  account,  both  practices  leading  to  a  variety  of 
scandals  quite  like  those  attaching  to  Robert  Morris  in 
the  time  of  the  Revolution. 
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Of  six  enumerated  commodities  and  groups  of  com¬ 
modities,  two,  tobacco  and  cotton,  whose  supply  was 
wholly  or  partially  monopolized  by  the  South,  fell  in 
value,  as  expressed  in  gold,  during  the  war  below  the 
i860  level ;  coffee,  the  supply  of  which  was  wholly 
derived  from  abroad,  rose  to  the  greatest  height,  fol¬ 
lowed  more  or  less  closely  by  sugar  and  molasses,  while 
meat  products  and  cereals  stand  between  these  two 
extremes,  according  as  their  conditions  of  supply  ap¬ 
proximate  to  one  or  the  other.  The  same  phenomena 
are  observable  during  the  Revolutionary  War. 

There  remains  the  question  of  how  to  explain  the 
general  concurrence  of  the  fluctuations  rising  together 
to  a  maximum  during  the  first  two  years  of  the  war, 
declining  together  during  the  greater  part  of  1863, 
rising  again  to  a  second  maximum  in  the  spring  of 
1864,  and  declining  together  till  the  end  of  the  war.  A 
possible  answer  to  this  question  is  suggested  by  a  study 
of  the  corresponding  movement  of  gold  prices  in  the 
North.  The  latter  did  not  fluctuate  as  violently  as 
those  in  the  South  did.  Moreover,  aside  from  tobacco 
and  cotton,  all  the  enumerated  commodities  were  cheaper 
in  the  North  during  the  war. 

The  courses  of  prices  for  the  two  sections  diverge 
during  the  first  two  years  of  the  war,  when  the  lack 
of’ success  on  the  part  of  the  Federal  troops  made  it 
more  and  more  doubtful  whether  the  war  would  come 
to  an  early  end.  This  is  especially  true  of  the  second 
half  of  1862,  when  prices  in  the  North  fell  as  rapidly 
as  they  rose  in  the  South,  and  remained  low  in  the 
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one  and  high  in  the  other  section  till  the  following 
year.  This  was  the  time,  already  noted,  following  the 
successes  at  the  mouth  of  the  Mississippi,  when  the 
North  was  depressed  and  the  South  correspondingly 
elated  by  the  slowness  of  the  Federal  advances,  the  suc¬ 
cess  of  some  of  the  Confederate  armies,  and  by  the 
results  of  the  elections  in  the  North. 

The  price  lines  converge  again  from  the  first  to  the  third 
quarter  of  1863,  namely,  during  the  Vicksburg  and 
Gettysburg  campaigns,  while  the  South  was  meeting  its 
difficulties  with  a  conscription  and  a  funding  act  and 
facing  discontent  in  North  Carolina. 

They  diverge  from  the  third  quarter  of  1863  to  the 
second  quarter  of  1864,  as  they  had  done  during  each 
preceding  winter,  when  the  Federal  advances  were 
delayed  and  the  Northern  troops  were  unable  to  quickly 
follow  up  their  previous  successes. 

They  finally  converge  from  the  second  quarter  of 
1864  to  the  end  of  the  war,  as  the  victorious  campaigns 
of  Generals  Grant  and  Sherman  made  it  more  and  more 
evident  that  the  Confederate  government  was  doomed. 

Discussion. 

Dr.  John  Franklin  Crowell : — I  wish  to  express  my 
hearty  appreciation  of  the  lucid  treatment  which  this 
subject  of  Prices  and  Price  Movements  in  the  Southern 
Confederacy  has  received  at  the  hands  of  Prof.  Schwab. 
I  should  like  to  supplement  the  exposition  given,  by 
citing  a  class  of  facts  which  may  explain  the  noteworthy 
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difference  in  the  price  movements  of  the  two  main 
groups  of  commodities.  One  of  these  groups— coffee, 
sugar  and  molasses — shows  a  much  higher  rise  and  a 
much  more  erratic  fluctuation  in  prices  than  the  other 
group  composed  of  meats  and  cereals. 

The  explanation  of  this  divergence  in  price  move¬ 
ments  between  groups  of  commodities  is  to  be  found, 
I  think,  in  two  different  economic  principles.  The 
principle  of  substitution  of  kindred  commodities  explains 
the  behavior  of  the  first  price-group.  For  coffee,  sugar 
and  molasses  were  substituted  browned  rye  and  wheat 
and  the  products  of  the  sorghum  patch  quite  univer¬ 
sally  throughout  the  Confederacy.  The  effect  was  rela¬ 
tively  to  eliminate  coffee  from  the  retail  trade  because 
the  commercial  supply  became  too  uncertain  and  inade¬ 
quate  and  because  only  the  richer  consumers  could  pay 
scarcity-prices  occasioned  by  the  blockade.  The  substi¬ 
tute,  on  the  contrary,  came  not  from  commercial  but 
from  domestic  sources,  and  was  not  subject  to  the  same 
set  of  influences  as  the  commodity  which  it  substituted. 
The  more  complete  the  substitution  and  irregular  the 
supply  the  more  rapid  aud  erratic  the  upward  trend  of 
the  prices.  Sugar  and  molasses,  as  commercial  sup¬ 
plies  for  the  household,  were  still  more  completely  dis¬ 
placed  by  sorghum  products  raised  on  the  plantation. 
The  consumption  of  sugar  and  molasses  from  commer¬ 
cial  as  distinguished  from  domestic  sources  likewise 
was  confined  to  a  relatively  few  households  capable  of 
paying  scarcity-prices  subject  to  irregularity  in  supply. 

The  second  group  of  commodities — meats  and  cereals 
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— was  not  subject,  to  anything  like  the  same  extent,  to 
the  law  of  substitution,  but  rather  to  the  law  of  dimin¬ 
ishing  productivity,  due  to  the  declining  efficiency  of 
labor  and  absence  of  managing  ability.  The  conditions 
affecting  price  movement  in  this  group  are  peculiar 
to  agricultural  production.  Consequently  prices  rise 
steadily  but  not  irregularly  nor  to  the  level  of  the  other 
group.  Tillage  declined  in  productivity  and  stock-rais¬ 
ing  partially  took  its  place.  Hence  the  price  move¬ 
ments  of  meats  and  cereals  rise  together ;  with  the  in¬ 
creasing  difficulty  of  getting  labor  and  capital  to  culti¬ 
vate  the  soil  and  rear  cattle,  the  price  becomes  what 
might  be  called  a  ‘  natural  ’  price,  a  price  determined 
more  by  natural  and  less  by  industrial  factors  in  a  self- 
sustaining  community. 


Recent  Economic  Changes  in  Massachusetts. 

ABSTRACT  OF  PAPER  BY  PROFESSOR  C.  S.  WAEKER. 

Stability  and  prosperity  in  the  economic  development 
of  Massachusetts  result  from  the  proper  adjustment  of 
centripetal  forces  to  centrifugal,  of  concentration  to 
diffusion. 

I.  The  concentration  of  population  is  the  first  fact. 
There  are  31 1  persons  to  the  square  mile  in  the  state ;  for 
the  four  counties  clustering  about  Boston,  802.  Cities  and 
towns  of  5,000  or  more  contain  81.38  per  cent  of  total 
population.  Foreign  born  and  their  children  are  the 
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majority  and  live  mostly  in  cities.  Concentration  in 
congested  districts  causes  arrested  growth  or  decadence 
elsewhere  in  the  state,  1,935  abandoned  farms  have  been 
reported. 

II.  Changes  in  agriculture  accompany  changes  in 
population  :  less  than  8  per  cent  of  people  are  engaged 
in  agriculture.  Other  real  property  has  increased  in 
value  nineteen  times  faster  than  agricultural.  The  first 
class  farmer  makes  a  fair  profit,  the  average  farmer  a 
bare  living,  the  poor  manager  suffers  loss  of  capital. 
Methods' of  agriculture  tend  to  specialties  and  to  the 
substitution  of  the  capitalistic  for  the  autonomous  sys¬ 
tem. 

III.  There  are  marked  changes  in  transportation. 
Steam  railroads  pay  dividends  only  by  building  no  ex¬ 
tensions,  by  rigid  economy  and  by  making  their  exist¬ 
ing  plants  more  efficient.  Combination  has  about 
reached  its  limit,  four  companies  doing  99  per  cent  of 
the  business. 

Electric  roads  have  had  a  marvelous  development,  from 
50  miles  in  1889  to  1402  in  1897.  They  are  intimately 
connected  with  concentration  of  population,  being  made 
possible  by  it,  and  in  the  end  checking  it,  by  scattering 
homes.  The  building  of  an  extensive  system  of  macadam¬ 
ized  state  highways  in  all  parts  of  the  commonwealth  re¬ 
sults  from  concentration  of  population.  These  also  tend 
to  check  further  congestion.  The  common  use  of  the 
bicycle  and  telephone  tend  to  the  same  end.  The  lessened 
cost  of  rails  and  electric  equipment,  the  carrying  of  mails 
and  of  freight,  the  utilization  of  neglected  water  power 
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render  it  probable  that  electric  roads  will  be  extended 
into  all  parts  of  the  state,  even  the  more  remote. 

IV.  Centripetal  forces  drew  manufacturing  from  ham¬ 
lets  to  the  great  centres,  from  numerous  private  firms 
into  the  power  of  corporations,  from  many  corporations 
to  a  comparatively  few  great  combinations.  But  the 
law  of  supply  and  demand  together  with  rigid  state  con¬ 
trol  have  protected  the  public,  while  trades  unions  and 
factory  acts  have  protected  the  laboring  men.  Wages 
on  the  whole  have  risen  and  cost  of  living  diminished. 
Manufacturers  like  agriculture  have  been  obliged  to 
meet  competition  from  outside  of  the  state.  The  de¬ 
cline  of  cotton  goods  has  been  noticeable.  But  the  way 
to  success  is  not  to  repeal  the  factory  acts  and  establish 
the  iron  law  of  wages,  but  to  put  the  best  man  behind 
the  machine,  cost  what  it  may,  and  so  by  making  the 
greatest  value  in  the  smallest  volume  win  the  victory. 

V.  Concentration  of  wealth  follows  concentration  of 
population.  The  unearned  increments  of  various  kinds 
are  taken  by  those  fortunate  enough,  wise  enough,  or 
powerful  enough  to  seize  them.  But  the  exploitation  of 
natural  monopolies  has  about  come  to  an  end.  All 
forces  are  working  for  a  more  general  distribution  of 
wealth. 

VI.  Most  inteiesting  is  it  to  note  recent  changes  in  the 
relation  of  the  state  to  industry ;  the  movement  is  to¬ 
wards  the  prevalence  of  centralization  over  local  self- 
government  and  towards  paternalism. 

Concentration  of  population,  802  to  the  square  mile, 
soon  to  be  1000,  seemed  to  force  the  state  to  supply  the 
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counties  about  Boston  with  water  and  sewerage  at  a  cost 
of  some  $50,000,000.  Then  if  water  and  cleanliness  are 
necessary,  why  not  pure  air?  So  the  state  provided 
metropolitan  parks.  Then  why  may  not  the  state  do 
anything  that  it  can  do  more  quickly,  thoroughly  and 
economically  than  the  several  towns  ?  If  it  does  these 
things  for  the  rich  towns  about  Boston,  why  not  for  the 
poor  towns  ?  Hence  the  rapid  growth  of  state  commis¬ 
sions  and  the  employment  of  state  money  and  state  offi¬ 
cials  in  the  service  of  towns,  villages,  cities,  districts, 
separate  classes  and  interests  of  the  people  until  at  last 
the  unwritten  constitution  of  the  commonwealth,  com¬ 
mon  practice,  makes  paternalism  the  established  habit  of 
the  state.  The  result  is  not  wholly  evil.  The  advan¬ 
tages  of  the  city  are  extended  to  the  country  and  the  ad¬ 
vantages  of  the  country  given  to  the  city.  Especially  is 
good  secured  by  the  establishment  of  a  system  of  practi¬ 
cal  education  by  means  of  manual  training,  technical 
and  textile  schools :  the  end  being  the  discovery  of  the 
greatest  amount  of  most  valuable  knowledge  and  its 
widest  diffusion  among  all  the  people. 

We  conclude  that  centripetal  and  centrifugal  forces 
are  to-day  being  so  adjusted  in  Massachusetts  as  to  de¬ 
velop  an  environment  that  shall  keep  its  men  the  most 
efficient  wealth  producers  any  where  to  be  found. 
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Discussion  on  the  Report  of  the  Special  Com¬ 
mittee  ON  Reform  of  the  Currency.' 

Samuel  Adams  Robinson  : — I  am  much  pleased  with 
the  report  and  think  business  men  generally  will  be 
pleased  with  it.  I  wish  to  make  two  points  only  :  (i)  It 
is  safe  to  assume  that  there  will  be  no  comprehensive 
legislation  upon  the  subject  this  session.  (2)  No  extra 
session  will  be  called  for  this  purpose,  unless  the  sound 
money  men  can  agree  upon  some  plan.  I  wish  a  bill 
could  be  drawn  by  your  Association  to  which  all  busi¬ 
ness  men  could  agree.  The  party  in  power  hesitates  to 
bring  in  a  bill  for  the  reform  of  the  currency  that  will 
precipitate  a  quarrel.  At  the  present  time  no  bill  is 
before  the  country  that  unites  the  business  world.  We 
look  to  you,  gentlemen,  for  light. 

Dr.  R.  M.  Breckenridge  : — In  general,  the  report  seems 
to  be  an  admirably  drawn  document  from  which  it  would 
be  difficult  to  withhold  commendation.  Particularly  in 
those  passages  which  the  committee  have  devoted  to  a 
statement  of  the  needs  for  reform,  do  we  find  an  exposi¬ 
tion  of  principles  to  which  advanced  currency  reformers 
can  willingly  subscribe.  But  the  authors  of  the  report 
have  gone  further,  and  after  pointing  out  what  ought  to 
be  done  they  have  discussed  what  is  practicable,  and 
then,  with  respect  to  the  evils  of  the  present  currency 
situation,  they  have  set  forth  what  they  think  is  the 
least  that  should  be  done.  This,  too,  in  the  way  of 
alleviation  rather  than  of  cure.  How  far  so  peculiar  a 
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triplicate  construction  of  the  argument  may  be  the 
result  of  compromise  between  different  members  of  the 
committee,  an  outsider,  of  course,  has  no  means  of 
knowing,  but  for  a  document  so  distinctively  hortatory 
in  character,  it  seems  to  involve  a  serious  impairment  of 
strength.  Not  logically,  perhaps,  but  more  or  less 
naturally,  the  formulation  of  minimal  demands  is  cal¬ 
culated  to  detract  attention  from  the  more  radical 
changes  which  the  committee  seem  no  less  earnestly  to 
recommend. 

If  any  further  criticism  be  ventured,  it  might  more 
easily  be  directed  against  the  details  of  the  committee’s 
suggestions  than  against  the  principles  on  which  the 
suggestions  are  based.  Few  currency  students,  for  ex¬ 
ample,  will  probably  take  exception  on  general  grounds 
against  withdrawing  the  statutory  prohibition  of  branch 
banks.  Indeed,  most  of  them,  it  is  likely,  will  think  it 
desirable  that  so  practical,  common  and  limited  a  device 
as  branch  banking  should  become  a  feature  of  American 
practice.  So,  too,  there  are  few  who  would  quarrel  with 
the  principle  of  issue  against  general  assets.  But  when 
it  is  proposed  that  the  redemption  of  such  a  circulation 
should  be  forced  by  forbidding  banks  to  pay  out  the 
notes  of  other  banks  to  any  save  the  institutions  of 
original  issue  and  to  clearing  houses,  it  looks  as  if  the 
committee  were  substituting  legislative  enactment  for 
methods  at  once  more  easy  and  efficient.  If  redemption 
were  made  inexpensive,  certain  and  prompt,  as  it  could 
be  made,  the  notes  would  be  driven  home  by  the  self- 
interest  of  the  competitive  issues  alone.  That  is,  pro- 
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vided  always  that  issue  itself  is  made  a  profitable  func¬ 
tion,  and  unless  issue  is  profitable,  the  advantages  of  a 
more  abundant  and  better  distributed  circulation  of 
credit  to  which  a  rational  system  of  bank  note  emission 
conduces,  can  hardly  be  obtained. 

Finally,  it  must  be  noted  that  the  supposed  tendency 
of  branch  banking  to  concentrate  capital  into  larger 
markets,  which  the  committee  mention  as  a  theoretical 
objection  to  the  system  entertained  in  some  quarters,  is 
hardly  established  by  the  facts.  Neither  in  Canada, 
Australia,  Germany  nor  Scotland,  all  of  them  countries 
in  which  branch  banking  is  extensively  carried  on,  has 
any  such  undue  concentration  taken  place.  On  the  con¬ 
trary,  the  actual  effect  of  branch  banking,  as  observed 
there  and  elsewhere,  has  been  to  diffuse  capital,  dis¬ 
tribute  credit  and,  with  respect  to  credit  facilities,  put 
all  parts  of  the  district  through  which  it  is  practiced  on 
much  the  same  footing.  It  is  precisely  because  of  this 
equalizing  influence,  this  automatic  adjustment  of  the 
loan  fund  available  in  the  several  markets  of  a  credit 
economy  to  local  needs,  that  branch  banking  is  almost 
indispensable  to  the  credit-poor  regions  of  the  American 
South  and  West.  While  circulation  against  general 
assets  would  be  a  help,  it  could  not  furnish  full  relief. 
For  this  reason,  therefore,  one  can  scarcely  avoid  regret¬ 
ting  that  the  committee’s  advocacy  of  branch  banking 
was  not  less  qualified  and  more  emphatic. 

Dr.  C.  W.  McFarlane :  — Ordinary  business  men  look 
with  skepticism  upon  bank  notes  based  upon  bank 
assets.  The  question  is  pertinent  as  to  what  proportion 
of  negotiable  paper  goes  by  default 
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Prof.  F.  W.  Taussig: — It  must  be  remembered  that  the 
committee  did  not  take  the  initiative,  but  performed  an 
appointed  task.  The  committee  might  have  followed 
the  plan  of  the  census  committee ;  but  it  did  not  think 
that  such  a  plan  would  meet  with  a  more  favorable 
reception  than  the  one  it  followed.  Hence  it  confined 
itself  to  a  statement  of  general  principles.  Details 
must  always  be  the  result  of  compromise  in  legislation. 
No  man  can  say  that  any  one  plan  alone  is  worthy  of 
adoption. 

It  is,  for  example,  agreed  by  most  of  us  that  the 
system  of  bond-security  has  outlived  its  usefulness,  and 
that  some  system  of  issue  based  on  general  assets  is  now 
preferable.  But  the  precise  mode  of  basing  issues  on 
assets  can  not  be  laid  down  with  magisterial  authority : 
it  must  be  matter  for  experimental  and  tentative  adjust¬ 
ment.  Hence  the  committee  confined  itself,  on  this 
point  as  on  others,  to  a  statement  of  the  general  lines 
which  legislation  should  follow. 


Dynamic  Standards  of  Wages  and  Interest. 

ABSTRACT  OF  PAPER  BY  PROFESSOR  JOHN  B.  CLARK. 

Society  is  always  tending  to  take  a  certain  static 
shape,  much  as  the  sea,  however  it  may  be  disturbed  by 
waves  and  currents,  is  tending  toward  a  condition  in 
which  the  surface  of  it  would  be  level  and  the  water 
motionless.  If  society  were  ever  to  reach  its  static  con- 
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dition,  the  market  price  of  every  commodity  would 
equal  the  cost  of  producing  it,  and  the  cost  itself  would 
be  at  a  certain  minimum.  Moreover  the  cost  of  all  j 
parts  of  the  supply  of  a  particular  article  would  be  uni¬ 
form,  and  there  would  be  no  net  profit  realized  from  i 
producing  any  part  of  the  supply. 

Dynamic  influences  prevent  society  from  ever  reach-  s 
ing  such  a  state.  These  influences  create  net  profits  i 
for  employers ;  but  these  gains  are  held  by  a  precarious  ' 
tenure.  Competition  wrests  them  from  employers’ 
hands  and  diffuses  then  among  laborers  and  capitalists.  I 

The  result  of  this  is  that  the  standard  of  wages  rises,  | 

and  that  the  actual  rate  pursues  it  though  lagging 
behind  it  in  the  upward  movement.  Every  improve-  | 
ment  that  is  made  in  methods  of  production  brings  new 
wealth  into  existence.  It  creates  a  standard  of  pay  for 
labor  that  is  higher  than  were  former  standards.  The  j 
actual  rate  of  pay  moves  upward  toward  the  new  stan¬ 
dard  ;  but  before  it  can  reach  it,  a  further  improvement  , 
creates  another  and  a  still  higher  normal  rate,  and  the  1 
actual  wages  of  labor  move  toward  this.  For  the  good 
of  the  working  class  the  upward  movement  should  be  . 

as  rapid  as  is  possible  ;  and  this  requires  that  the  actual  ' 

rate  of  pay  should  always  be,  by  an  interval,  behind  the 
upward  moving  standard.  Employers’  profits  depend 
on  this  interval ;  and  the  improvements  that  ensure  an 
increase  in  wages  are  secured  by  the  prospect  of  profits. 

To  stop  all  legitimate  profits  would  make  actual  wages 
conform  to  the  static  standard ;  but  it  would  cause  the 
standard  itself  to  become  nearly  stationary. 
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Prof.  Edwin  R.  A.  Seligman  : — The  paper  read  by  my 
colleague  seems  to  me  of  most  marked  significance. 
One  or  two  points  ought  to  be  emphasized. 

1.  The  older  political  economy  built  up  its  theory  on 
the  conception  of  natural  law  as  something  unchanging. 
The  newer  interpretation  shows  that  natural  law  in  its 
dynamic  aspects  is  a  changing  one.  This  conception  of 
a  dynamic  law  conforms  to  all  that  the  historical  school 
has  claimed,  and  at  the  same  time  is  not  at  variance  with 
the  idea  of  law  as  the  regulating  force  of  actual  phe¬ 
nomena. 

2.  It  reverses  the  accepted  law  of  cost.  Those  of  us 
who  were  brought  up  on  the  classical  economists  were 
taught  that  profits  were  a  part  of  cost ;  more  recently  it 
was  held  that  profits  were  a  part  not  of  normal  but  of 
marginal  cost.  Thus  has  been  developed  the  law  of 
greatest  cost.  Professor  Clark  has  shown  that  the  ten¬ 
dency  is  not  toward  highest  or  marginal  cost,  but  toward 
lowest  cost.  This  tendency  toward  a  reduction  of  price 
is  everywhere  present  in  a  progressive  society,  and  ex¬ 
plains  the  difference  between  modern  industrial  life  and 
previous  states  of  society.  It  is  for  these  reasons  that 
this  paper  will,  I  believe,  mark  an  epoch  in  economic 
theory. 

Professor  H.  B.  Gardner : — I  wish  to  ask  the  speaker  a 
question.  I  understand  the  paper  states  that  in  a  static 
society,  prices  would  conform  to  lowest  cost. 
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Professor  Clark  : — Cost  would  be  uniform  and  at  the 
lowest  point  in  a  static  society. 

Professor  Gardner : — Would  that  apply  to  agriculture  ? 

Professor  Clark : — Yes ;  but  my  paper  refers  to  the 
profits  of  entrepreneurs. 


Discussion  on  the  President’s  Address.' 

Prof.  Edwin  R.  A.  Seligman. — Indies  and  Gentlemen: 
We  all  agree  in  recognizing  the  excellencies  of  the  Pres¬ 
ident’s  address,  that  brilliancy  of  thought,  that  epi- 
gramatic  diction,  that  solidity  of  reasoning  which  we  are 
accustomed  to  look  for  in  our  President’s  utterances. 
All  of  the.se  are  present  in  full  measure.  Yet  there  are 
certain  points  upon  which  it  might  be  well  to  lay  a  little 
different  emphasis.  We  recognize  that  there  has  been 
a  growing  complexity  of  economic  conditions  since  the 
days  of  Greece.  Yet  it  might  be  questioned  whether 
our  President  was  quite  exact  in  ascribing  so  little  im¬ 
portance  to  the  consideration  of  the  money  problem  be¬ 
fore  the  mercantilists.  Every  age  has  had  its  monetary 
problems,  Greece  and  Rome  as  well  as  modern  times. 
So  again,  when  President  Hadley  spoke  of  the  slavery 
epoch  as  characteristic  of  the  early  stages  of  society,  he 
seemed  to  forget  that  slavery  was  itself  a  development 
and  that  there  were  long  periods  when  slave  labor  did 
not  exist  at  all  in  antiquity.  But  these  are  minor  points. 

*  For  the  text  of  the  President’s  Address,  see  Economic  Studies,  IV,  i. 
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Let  us  consider  more  in  detail  the  fundamental  relation 
of  economic  theory  to  politics.  In  the  first  place  it  may 
be  said  that  the  influence  of  democracy  in  general  has 
perhaps  not  been  brought  out  as  fully  as  it  deserves. 
The  more  democratic  the  community,  the  slighter  has 
been  the  influence  of  economic  theory  upon  practical  life. 
This  is  explained  by  the  fact  that  at  the  beginning 
there  has  always  been  government  by  the  few.  There 
is  a  sound  influence  at  work  in  every  democratic  state 
which  is  largely  absent  in  other  forms  of  government 
and  which  lessens  the  need  of  expert  opinion — namely 
a  healthy  public  opinion.  There  is  less  reliance  upon 
experts  because  the  need  of  such  advice  is  less  felt.  In 
the  little  German  states  of  the  17th  and  i8th  centuries, 
there  was  no  public  sentiment  and  the  advice  of  experts 
was  necessarily  utilized.  To-day  in  Russia  the  econo¬ 
mists  are  most  in  demand ;  in  England,  America  and 
Australia,  least.  Where  an  enlightened  public  opinion 
is  dominant,  there  it  will  be  found  that  the  influence  of 
experts  is  less  strong. 

Secondly,  the  expert  is  called  to  the  front  primarily 
in  an  emergency.  The  man  who  as  an  economist  has 
had  most  influence  upon  politics  in  the  United  States 
was  David  A.  Wells.  But  his  influence  was  exerted  in 
a  crisis,  when  there  was  no  time  for  public  opinion  to 
crystallize.  When  the  problems  connected  with  the 
war  became  less  pressing,  his  influence  began  to  wane 
until  in  recent  years  it  finally  became  nii. 

Thirdly,  all  legislation  is  the  result  of  compromises 
between  warring  class  interests.  All  governments 
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heretofore  have  been  run  by  class  influence.  The  only 
difference  between  democracy,  aristocracy  and  mon¬ 
archy  is  that  in  a  democracy  the  government  is  con¬ 
ducted  in  the  interests  of  a  large  class  instead  of  a  small 
class.  The  popularity  of  economic  theory  is  in  propor¬ 
tion  to  the  degree  in  which  it  is  supposed  to  be  in  har¬ 
mony  with  the  particular  class  interests  at  the  time 
dominant  in  the  legislature.  The  mercantilists  merely 
formulated  what  was  implicit  in  the  ideas  of  the  govern¬ 
ing  class.  The  heyday  of  economic  theory  in  England 
was  the  period  of  the  anti-corn  agitation.  In  England 
the  interests  of  the  commercial  class  were  in  harmony 
with  the  desires  of  the  wealthy  industrial  class  who 
were  opposed  to  the  corn  laws.  The  unexpectedly  good 
results  of  the  new  legislation  allowed  the  agricultural 
interests  also  to  develop.  Thus  all  classes  were  harmo¬ 
nious  owing  to  the  good  results  of  free  trade.  Eco¬ 
nomic  theory  at  once  became  most  popular.  But  when 
the  class  interests  began  to  diverge,  the  influence  of  the 
economists,  who  represented  only  some,  not  all  classes, 
began  to  wane.  The  working  classes  found  that  the 
prevalent  economic  theory  was  not  in  all  respects  in 
harmony  with  their  supposed  interests  and  with  this 
new  clash  of  interests,  the  older  economic  theory  lost 
its  influence.  The  time  is  coming  when  political  econ¬ 
omists  will  again  exert  more  influence :  but  the  desired 
result  will  be  attained  only  when  economic  theorj"  be¬ 
comes  broad  enough  to  represent  all  interests,  instead 
of  the  interests  of  only  a  single  class.  The  average 
man  is  interested  in  the  practical  application  of  theory. 


Discussion  on  the  President's  Address.  iii 

His  contempt  is  not  for  theory  as  such  but  for  the  false 
application  of  theory.  We  must  aim  at  a  point  midway 
between  the  extremes  of  undue  conservatism  on  the  one 
hand  and  of  undue  radicalism  on  the  other.  The 
former  danger  we  see  in  the  early  history  of  the  free 
trade  theory ;  the  latter  danger  we  see  in  the  views  of 
the  sentimentalists  of  our  own  time.  Only  through  a 
reconciliation  of  conservatism  with  progress  shall  we  be 
able  to  harmonize  economics  and  politics. 

Professor  J.  R.  Commons  : — The  political  economy  of 
the  classical  economists  was  the  economy  of  the  capital¬ 
ist  and  banking  classes.  The  othfer  classes  listened  to 
these  economists  because  they  were  able  to  show  that 
the  interests  of  the  capitalist  class  were  in  harmony 
with  the  interests  of  the  nation.  The  g^eat  influence  of 
Adam  Smith  was  due  to  the  fact  that  his  arguments  were 
directed  against  the  aristocratic  and  agricultural  classes 
and  were  in  harmony  with  the  commercial  classes  which 
were  then  coming  into  power.  In  this  country  the 
protectionists  have  studied  Carey,  Gunton  and  others 
who  have  advocated  the  tenets  of  protectionism.  These 
economists  have  shown  that  the  interests  of  the  mercan¬ 
tile  class  are  identical  with  those  of  society  as  a  whole. 
But  a  man  cannot  represent  society  as  a  whole.  If  he 
claims  to  do  this,  he  really  means  that  he  wishes  to 
have  things  as  they  are.  To-day  it  is  Henry  George 
and  Karl  Mark  that  have  the  large  influence,  because 
they  represent  the  radical  classes  that  are  acquiring 
political  power. 
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Every  science  has  made  progress  by  contention. 
When  a  man  advances  a  theory  he  has  an  end  in  view. 
He  is  not  indifferent.  Out  of  the  attacks  comes 
growth.  In  political  economy,  there  is  also  class  inter¬ 
est  involved.  The  function  of  the  political  economist 
is  to  show  that  the  standpoint  of  a  class  is  the  best 
standpoint ;  and  he  does  this  even  when  he  claims  to 
speak  from  the  standpoint  of  society  as  a  whole ;  for, 
then,  he  is  arguing  in  favor  of  the  class  which  benefits 
by  leaving  private  property  as  it  is.  Economists  have 
not  lost  influence  as  a  whole— only  tho.se  who  stand  for 
a  class  which  has  passed  the  day  of  its  political  power. 

President  A.  T.  Hadley  :  — I  am  greatly  indebted  to 
both  speakers  for  the’r  criticisms.  With  the  first  I  am  in 
partial  agreement ;  with  the  second  I  regret  to  find 
myself  in  total  disagreement. 

The  idea  that  economists  have  been  or  should  be 
representative  of  a  class,  seems  to  me  wrong,  both  his¬ 
torically  and  ethically.  Great  economists  like  Smith 
or  Mill  have  not  won  their  influence  as  advocates  but 
as  analysts.  If  they  aided  the  interests  of  a  class,  it 
was  by  showing  a  coincidence  between  those  interests 
and  the  general  welfare  of  the  community. 

Even  Professor  Seligman’s  statement  that  legislation 
is  the  result  of  compromise  between  conflicting  interests, 
seems  to  me  rather  a  description  of  the  abuse  of  the 
legislative  power  than  of  its  normal  exercise.  Legisla¬ 
tion,  in  its  more  useful  and  permanent  forms,  would 
seem  to  be  rather  the  result  of  a  reconciliation  between 
different  sections  of  public  opinion.  The  economist 
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and  the  legislator  fail  of  their  duty  if  they  regard  them¬ 
selves  as  the  bearers  of  claims  to  be  urged  or  compro¬ 
mised,  rather  than  of  principles  to  be  advocated  or  dis¬ 
proved.  Both  economist  and  legislator  should  be,  in 
the  proper  sense  of  the  word,  theorists.  Not  theorists  as 
despising  practice  or  neglecting  verification — for  good 
economic  theory  is  practical  and  rigidly  verified  at  every 
step — but  theorists  in  the  sense  of  taking  a  wider  view 
of  public  acts  than  many  of  their  fellows.  Economic 
theory  is  as  true  and  as  important  as  geometrical  theory. 
The  chief  difference  is  that  its  applications  are  more 
complex,  its  verifications  harder,  and  the  danger  of  an 
unwholesome  separation  of  theory  and  practice  corre¬ 
spondingly  greater. 


The  Study  of  Practical  Labor  Problems  in 
France. 

ABSTRACT  OF  PAPER  BY  WILLIAM  F.  WILLOUGHBY. 

The  difference  between  the  study  of  practical  and 
theoretical  economics,  the  fact  that  one  can  thrive  while 
the  other  is  neglected,  is  strikingly  demonstrated  by  the 
position  now  occupied  by  France  as  regards  her  contri¬ 
bution  to  economic  science.  In  France  scholastic  in¬ 
struction  in  economics  is  notoriously  weak.  On  the 
other  hand  the  study  of  social  questions  outside  of  the 
universities  is  pursued  with  the  greatest  ardor  and  is 
widespread.  The  real  centers  of  education  and  work  in 
this  field  are  the  numerous  organizations  for  the  promo- 
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tion  of  reforms  or  the  diffusion  of  information  in  par¬ 
ticular  fields.  The  purpose  of  this  paper  is  to  show  the 
character  of  the  work  done  by  those  and  other  agencies 
for  the  study  of  practical  labor  problems,  and  in  general 
to  give  an  idea  of  the  character  of  the  great  movement 
for  the  improvement  of  the  conditions  of  labor  that  is 
now  in  full  activity  in  France. 

Though  not  the  most  important,  the  work  of  the  gov¬ 
ernment  for  the  investigation  of  labor  conditions  should 
first  be  considered.  In  1891  a  superior  council  of  labor 
was  established  with  the  duty  of  examining  and  report¬ 
ing  upon  measures  relating  to  labor.  Almost  its  first 
service  was  securing  the  creation  of  the  existing  Office 
du  Travail  in  July,  1891.  This  office  has  done  excep¬ 
tionally  good  work  among  labor  bureaus.  Its  publica¬ 
tions  now  number  over  thirty-two  volumes  in  addition 
to  a  monthly  bulletin. 

The  Le  Play  School  represents  one  of  the  earliest 
efforts  for  the  organized  study  of  labor  conditions.  It 
dates  from  1855,  when  M.  F.  Le  Play  published  his  cele¬ 
brated  Les  Ouvriers  Europkens.  A  society  was  organized 
in  the  following  years  to  continue  Le  Play’s  investiga¬ 
tions  and  has  uninterruptedly  prosecuted  its  work  until 
the  present  time. 

Among  institutions  and  organizations  for  the  study  of 
labor  problems,  however,  the  Muske  Social  stands  pre¬ 
eminently  first.  It  was  founded  by  the  Comte  de  Cham- 
brun  in  1895,  who  has  given  to  it  in  all  over  two  millions 
of  francs.  The  sole  function  of  this  institution  is  the 
investigation  of  practical  labor  problems  and  the  assist- 
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ance  of  those  making  similar  studies.  It  publishes 
monographs,  details  commissioners  to  investigate  foreign 
conditions,  maintains  foreign  correspondents,  offers  prizes 
for  the  best  works  submitted  on  assigned  topics,  and 
places  an  unequalled  library  concerning  labor  matters  at 
the  disposition  of  the  public. 

Turning  now  to  an  examination  of  the  work  of  socie¬ 
ties  having  for  their  purpose  the  advancement  of  reform 
in  particular  fields,  that  of  the  French  Workingmen’s 
Home  Society  {SociHk  /rangaise  des  habitation  ct  bon 
Marckb)  deserves  first  mention.  This  society  was  organ¬ 
ized  in  1889  to  carry  on  the  work  commenced  by  the 
International  Congress  in  Relation  to  Workingmen’s 
Homes,  held  in  that  year  in  connection  with  the  Paris 
Exposition.  Its  purpose  is  to  encourage  in  every  way 
the  erection  of  cheap  and  sanitary  houses  for  the  work¬ 
ing  classes.  It  is  not  permitted  by  its  constitution  to 
itself  construct  buildings.  Its  sphere  of  activities  is  to 
bring  about  the  organization  of  societies  with  this  pur¬ 
pose  in  view  and  to  secure  necessary  legislation.  In 
both  it  has  been  very  successful.  Over  twenty-five 
building  companies  have  been  organized  as  the  result  of 
its  efforts,  and  the  enactment  of  the  important  law 
regarding  workingmen’s  houses  of  November  30,  1894, 
was  directly  due  to  its  action.  The  society  has  received 
a  number  of  endowments  and  now  has  a  permanent  fund 
of  over  100,000  francs.  Since  its  organization  it  has 
regularly  published  a  quarterly  bulletin. 

What  the  Workingmen’s  Home  Society  has  done  in 
the  field,  the  Permanent  Committee  of  the  International 
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Congress  in  Relation  to  Accidents  to  Labor  and  Work¬ 
ingmen’s  Insurance  has  done  in  diffusing  information 
and  bringing  about  right  thinking  upon  the  very  com¬ 
plex  problems  with  which  it  has  to  deal.  It  was  organ¬ 
ized  in  i88g  in  connection  with  the  International  Con¬ 
gress  of  that  year  at  Paris.  It  has  organized  the 
successful  congresses  at  Berne  in  1891 ;  Milan,  1894, 
and  Brussels  in  1897.  Beginning  with  the  year  1890, 
it  has  regularly  published  a  valuable  quarterly  bulletin 
of  from  75  to  100  pages  each. 

In  the  field  of  co-operation  and  profit  sharing,  the  work 
of  the  Societe  pour  PHude  pratique  de  la  participation 
du  personnel  dans  les  ben'efices  is  well  known.  This 
society  was  organized  in  1878.  It  publishes  a  bulletin 
and  numerous  works  concerning  profit  sharing  have 
been  published  under  its  auspices.  Chief  among  these 
must  be  mentioned  the  annual  Almanack  de  la  Co¬ 
operation  Franqaise. 

There  are  a  number  of  points  about  the  work  of  these 
and  other  societies,  concerning  which  lack  of  space  pre¬ 
vents  our  entering  into  details,  that  should  receive 
especial  attention.  First  of  all  it  is  important  to  seek 
the  explanation  for  this  widespread  interest  and  activity 
in  matters  of  labor  reform.  This  is  found  in  the  clear 
recognition  on  the  part  of  the  thinking  classes  of  France 
of  the  significance  of  the  growing  movement  toward 
socialism,  and  the  fact  that  it  can  be  arrested  only  by 
the  demonstration  that  the  condition  of  the  working 
classes  can  be  improved  under  the  existing  industrial 
system. 
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Secondly,  in  line  with  these  views,  it  should  be  noted 
that,  in  the  case  of  all  the  organizations  described,  a 
resort  to  state  action  is  strongly  opposed.  When  legis¬ 
lation  has  been  sought  it  has  been  of  a  permissive  char¬ 
acter,  its  purpose  being  to  give  freer  scope  and  encour¬ 
agement  to  private  action. 

Finally,  as  the  third  point,  we  should  observe  the 
character  of  the  men  who  make  up  the  membership  of 
these  organizations  for  reform.  For  the  most  part  they 
are  thoroughly  men  of  affairs  actively  engaged  in  indus¬ 
trial  and  official  work.  They  are  the  directing  heads  of 
large  manufacturing  and  commercial  enterprises,  insur¬ 
ance  companies  and  banks,  the  chiefs  of  bureaus  and 
departments  of  the  government,  the  editors  of  news¬ 
papers  and  reviews.  The  president  of  the  society  for 
profit  sharing,  M.  Charles  Robert,  is  the  manager  of  a 
large  insurance  company,  and  the  secretary,  M.  Trom- 
bert,  is  the  head  of  the  famous  Chaix  publishing  house. 
In  the  society  for  workingmen’s  homes  the  honorary 
president  was  formerly  M.  Jules  Simon  and  is  now  M. 
Jules  Siegfried,  who,  like  his  predeces.sor,  is  an  ex¬ 
cabinet  minister  and  is  now  a  member  of  the  French 
Senate ;  the  administrative  president  is  M.  George 
Preott,  permanent  secretary  of  the  Academy  of  Moral 
and  Political  Sciences.  At  the  head  of  the  permanent 
committee  of  congress  in  relation  to  accidents  to  labor 
and  workingmen’s  insurance  is  M.  Linder,  the  inspector- 
general  of  mines. 

It  would  be  possible  thus  to  run  through  the  list  of 
the  active  members  of  all  of  these  organizations,  and 
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show  to  how  large  an  extent  they  are  directly  associated 
in  some  way  with  enterprises  which  bring  them  in  actual 
touch  with  the  conditions  which  they  are  seeking  to 
ameliorate.  Whatever  may  be  her  failings  in  other 
respects,  France  has  succeeded  in  securing  the  active 
interest  and  assistance  of  her  best  business  men  in 
measures  of  labor  reform.  Could  the  United  States 
attain  a  similar  co-operation  the  progress  of  industrial 
reform  would  take  a  great  step  forward. 


Taxation  of  Street  Railways  for  Purposes  of 
Revenue  and  Control. 

ABSTRACT  OF  PAPER  BY  CHARLES  E.  CURTIS. 

The  various  methods  of  taxation  may  be  divided  into 
two  somewhat  distinct  divisions,  called,  if  you  please, 
property  taxes  and  franchise  taxes  \  the  property  tax 
standing  for  the  protection  afforded  to  the  plant  and 
rolling  stock,  the  franchise  tax  representing  the  value 
conferred  by  the  public  in  its  grant  of  special  privileges 
in  the  use  of  the  public  streets. 

The  property  tax  is  in  general  the  same  tax  that 
other  tangible  property  of  equal  value  must  pay.  The 
franchise  tax  is  the  measure  of  the  monopoly  which  the 
railway  company  enjoys,  and  which  is  not  shared  in  by 
owners  of  other  forms  of  property. 

As  to  the  rationale  of  street  railway  taxation,  two 
purposes  are  coming  to  be  more  or  less  clearly  discerni¬ 
ble  in  legislation  affecting  street  railway  companies  : 
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fst,  Taxation  for  the  purpose  of  raising  revenue : 

2ndy  Taxation  having  in  view  the  ulterior  object  of 
state  or  municipal  control. 

Under  the  first  head  fall  the  ordinary  property  taxes, 
and  also  some  of  the  franchise  taxes;  while  other 
charter  provisions,  such  as  the  limited  term  franchise, 
certainly  anticipate  the  possibility  cf  closer  municipal 
control.  It  is  in  the  exercise  of  the  taxing  power  as  a 
means  of  control  that  the  companies  have  the  most  to 
fear. 

In  many  cases  exceedingly  favorable  charters  have 
been  secured  by  the  companies.  Indeed,  through  the 
ignorance  or  carelessness  of  legislators,  these  charters 
have  in  some  cases  been  unduly  favorable,  and  the  con¬ 
cessions  granted  for  long  terms  of  years  or  in  perpetuity 
have  been  clearly  against  the  public  interests. 

The  public  control  of  streets  and  highways  has  been 
limited  by  such  grants,  and  the  temptation  may  be  to 
seek  to  regain  control  of  highway  and  of  railway  by 
taxation, — perhaps  by  oppressive  taxation. 

There  is  certainly  reason  and  common  sense  in  the 
pavement  charges,  especially  when  one  considers  the 
increased  cost  to  the  city  for  repairs  on  streets  in  which 
railway  tracks  are  laid,  by  the  diversion  of  ordinary 
traffic  from  the  center  to  the  sides  of  the  highway. 

Akin  to  these  charges  are  the  bridge  charges,  which 
vary  in  form  from  the  payment  of  a  lump  sum  at  the 
outset  to  the  payment  of  an  annual  toll  for  each  car 
crossing  the  viaduct.  In  Philadelphia  this  charge  is 
$50  per  car  per  year,  in  addition  to  the  car  license  fee 
of  $50. 
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The  car  license  is  in  form  much  the  same  as  any 
vehicle  license,  such  as  a  peddler’s  license  or  a  hack  l 

license.  It  imposes  an  annual  charge  of  a  fixed  sum  j 

upon  each  car  operated.  The  most  marked  effect  of  ] 

this  is  of  course  to  limit  the  number  of  cars  used,  and 
hence  to  limit  the  facilities  of  the  public  for  transporta¬ 
tion. 

There  still  remains  the  consideration  of  a  form  of  tax  ' 

very  common  in  the  larger  Canadian  cities,  viz. :  the  J 

tax  on  gross  earnings.  It  is  frequently  in  vogue  in  ? 

cities  of  the  United  States,  and  is  coming  into  more 
general  use.  Its  best  exemplification  is  perhaps  in  the  city  i 
of  Baltimore,  where  in  addition  to  other  taxes  the  com¬ 
panies  pay  9  per  cent  of  their  gross  receipts  to  the  city.  i 
In  1897  this  amounted  to  $263,C)<X),  and  was  used  for 
the  care  and  improvement  of  public  parks.  As  a  fran¬ 
chise  tax  it  has  much  to  commend  it.  Nothing  so 
truly  measures  the  value  of  a  city  railway  as  the  amount 
of  its  gross  earnings.  In  making  up  its  statement  of 
accounts  nothing  is  so  difficult  to  cover  up  as  this  item.  | 
A  tax  on  net  earnings  is  well  nigh  futile,  for  the  net  ^ 
earnings  may  be  swollen  or  dried  up  at  the  pleasure  of 
the  company’s  bookkeeper.  By  liberal  charges  to  ope¬ 
rating  expenses  a  very  prosperous  company  may  show 
small  net  earnings. 

The  first  question  a  shrewd  promoter  asks  about  a 
railway  property  is,  “  What  are  its  gross  receipts  ?  ”  He 
well  knows  that  the  amount  of  its  capitalization  may 
bear  no  definite  relation  to  the  value  of  the  property, 
and  that  its  assets  may  be  over-valued ;  but  in  the 
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amount  of  the  annual  gross  earnings  he  sees  something 
real,  tangible  and  significant. 

To  increase  the  gross  earnings  the  companies  strain 
every  nerve,  and  it  is  in  this  fact  that  the  wisdom  of  a 
tax  on  gross  earnings  is  seen. 

Such  a  tax  binds  the  selfish  aims  of  the  companies  to 
the  general  interests  of  the  public. 

Increased  dividends  can  only  come  through  closer 
economy  or  by  means  of  larger  gross  receipts,  and  for 
every  hundred  dollars  more  of  gross  receipts  comes  an 
added  increment  to  the  public. 

While  in  theory  it  may  not  meet  the  requirements  of 
absolute  justice,  in  practice  it  is  free  from  most  of 
the  objections  which  pertain  to  other  methods,  and  it 
has  to  recommend  it  the  great  element  of  simplicity. 
It  can  be  determined  readily  and  can  hardly  be  evaded. 
A  graded  percentage  tax,  if  the  franchise  is  perpetual, 
or  a  level  rate  per  cent  with  a  limited  term  franchise, 
may  well  be  advocated  as  a  form  of  tax  measurably  just 
to  the  company  and  to  the  public  alike. 

The  chief  purpose  of  taxation,  revenue^  is  secured  by 
the  tax  on  gross  earnings ;  while  if  the  franchise  pay¬ 
ment  takes  the  form  of  a  very  low  rate  of  fare  in  lieu  of 
taxation,  no  revenue  results  to  the  city,  and  the  tax¬ 
payers’  burdens  are  in  no  way  lessened. 

As  a  basis  of  comparison  of  the  tax  burdens  imposed 
in  different  localities,  the  amount  of  the  taxes  may  be 
expressed  in  the  equivalent  percentages  on  gross  earn¬ 
ings  which  they  represent.  Thus  the  total  amount  of 
taxes  paid  by  the  companies  located  in  the  state  of 
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Maine  is  $9,644,  which  is  equivalent  to  1.25  per  cent 
on  the  gross  earnings.  In  Massachasetts  this  percent¬ 
age  is  3.73,  in  Pennsylvania  5.72. 

In  general,  as  might  be  expected,  the  rate  is  higher 
in  states  where  large  cities  are  located,  but  an  examina¬ 
tion  of  the  taxation  in  the  larger  cities  themselves 
shows  that  there  is  no  uniformity  in  rate,  although  the 
conditions  prevailing  are  similar  and  the  cities  of  prac¬ 
tically  the  same  size. 

Whether  the  taxation  in  American  cities  is  or  is  not 
adequate,  it  is  an  interesting  fact  that  the  revenue  they 
receive  from  railway  taxation  is  considerably  larger 
than  the  taxes  and  rentals  received  from  similar  sources 
by  English  cities  of  equal  size,  and  is  very  much  larger 
than  the  profits  arising  from  the  municipal  operation  of 
tramways  in  Glasgow,  Leeds  and  Sheffield.  In  1897 
the  profits  of  the  municipal  tramways  of  Glasgow  were 
$278,928,  but  the  taxes  paid  by  the  West  End  Street 
Railway  Company  of  Boston  were  $372,460.  Again, 
the  public  operation  of  Sheffield’s  tramways  showed  a 
profit  of  $39,891,  while  the  railways  of  Cincinnati, 
under  private  ownership  and  operation,  contributed 
$211,428  in  taxes. 

In  the  larger  American  cities  the  amount  of  the  taxes 
paid  will  average  somewhat  over  6  per  cent  of  the  gross 
earnings.  In  Baltimore  it  is  considerably  higher,  being 
nearly  ii  percent;  in  St.  Louis  it  is  decidedly  lower, 
being  only  2.96  per  cent. 

The  exceptional  conditions  prevailing  in  Massachu¬ 
setts  clearly  suggest  that  in  every  state,  and  even  in 
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every  town,  there  may  be  reasons  for  some  modification 
of  the  forms  of  taxation  which  usually  are  the  best 
adapted  to  the  street  railway  industry.  Making  due 
allowance,  however,  for  these  varying  elements,  the 
results  of  this  study  may  be  summed  up  as  follows : 
that  among  the  most  equitable  forms  of  taxation  the 
street  railways  should  be  placed 

1.  Reasonable  pavement  charges. 

2.  Percentages  on  gross  receipts  ;  level.,  if  the  charter 
is  of  short  duration ;  graded.,  if  the  charter  is  perpetual. 


The  Nature  of  Municipal  Franchises. 

ABSTRACT  OF  PAPER  BY  DR.  MAX  WEST. 

Municipal  franchises  are  special  privileges  in  the  pub¬ 
lic  streets,  granted  for  the  purpose  of  securing  certain 
conveniences  to  the  public.  There  are  certain  princi¬ 
ples  which  apply  to  all  municipal  franchises,  and  to  some 
extent  to  railroads  and  other  non-municipal  works  as 
well. 

It  is  convenient  to  approach  this  subject  by  consider¬ 
ing  first  the  nature  of  the  payments  sometimes  made  in 
return  for  franchises.  These  payments  may  be  ex¬ 
plained  in  four  ways:  (i)  They  may  be  regarded  as 
taxes  on  particular  classes  of  corporations,  in  which  case 
the  franchise  is  only  a  gratuitous  grant  of  the  right  to 
use  the  streets  for  a  private  purpose.  (2)  They  may  be 
considered  as  license  charges  or  privilege  taxes,  and  the 
franchise  itself  as  a  licen.se.  (3)  They  may  be  regarded 
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as  rent  paid  for  a  privilege  of  location  in  the  streets. 
(4)  The  franchise  may  be  regarded  as  a  contract  for  the 
performance  of  a  public  service,  the  contractor  being 
permitted  to  retain  a  specified  part  of  the  earnings  by 
way  of  compensation.  Each  of  these  points  of  view 
supplies  a  reason  for  making  franchises  a  source  of  rev¬ 
enue,  and  these  reasons  are  to  some  extent  cumulative. 

It  is  on  the  whole  most  satisfactory  to  regard  fran¬ 
chises  as  contracts ;  this  recognizes  the  public  character 
of  the  work  to  be  performed,  and  also  makes  possible 
effective  municipal  control.  One  logical  result  of  this 
point  of  view  is  that  franchises  should  be  awarded  after 
open  competition,  which  may  be  based  either  upon  a 
money  payment  or  upon  the  rate  of  charge  to  *  the  pub¬ 
lic,  though  there  are  practical  difficulties  in  the  way  of 
using  this  latter  basis.  Since  competition  for  franchises 
is  sometimes  lacking,  it  is  important  that  a  sufficiently 
high  upset  price  should  be  fixed  in  each  case. 

Franchises  should  be  awarded  for  definite  terms  of 
years,  perhaps  varying  with  the  amount  of  capital 
required.  The  mere  power  or  revocation,  where  it  ex¬ 
ists,  is  not  sufficient  to  protect  the  public  interest,  and 
if  it  were  more  than  a  nominal  power  it  would  intro¬ 
duce  a  speculative  element  into  what  should  be  a  safe 
investment. 

When  a  public  industry  yields  a  net  revenue,  the 
charge  made  for  the  product  or  the  resulting  service 
may  be  considered  in  part  as  a  tax  ;  and  as  the  character 
of  a  monopoly  price  is  essentially  the  same  whether  it  is 
for  a  service  rendered  by  the  public  administration  or  by 
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private  corporations  acting  nnder  governmental  author¬ 
ity,  there  is  some  reason  in  the  contention  of  certain 
radicals  that  a  monopoly  price  is  a  tax.  The  necessary 
logical  result,  however,  is  not  that  the  monopoly  should 
be  managed  by  the  government  or  the  municipality,  but 
merely  that  control  should  be  exercised  over  the  rates 
charged.  Low  rates  should  be  preferred  to  greater 
revenue  from  franchises,  both  because  of  the  social  im¬ 
portance  of  cheap  service,  and  also  because  rates  may 
sometimes  be  reduced  without  any  diminution  of  profits, 
leaving  the  company  as  well  able  to  pay  for  the  franchise 
as  before. 

Even  when  perpetual  franchises  have  been  granted 
without  securing  any  adequate  return,  there  are  several 
possible  ways  of  improving  the  situation.  Many  com¬ 
panies  have  legally  and  morally  forfeited  their  franchises 
by  breach  of  contract,  and  should  have  their  privileges 
revoked.  In  other  cases,  the  rates  may  be  reduced  by 
public  authority,  unless  there  exist  a  definite  agreement 
to  the  contrary.  Corporations  enjoying  special  privil¬ 
eges  are  especially  appropriate  subjects  for  progressive 
taxation,  which  may  be  made  heavy  in  case  of  exorbitant 
profits.  Finally,  franchises,  as  well  as  corporeal  prop¬ 
erty,  may  be  condemned  under  the  power  of  eminent 
domain.  Expropriation  or  purchase  of  both  franchise 
and  plant,  followed  perhaps  by  a  lease  under  more  favor¬ 
able  conditions,  may  in  some  cases  be  the  most  practica¬ 
ble  means  of  getting  rid  of  a  perpetual  franchise ;  but 
little  is  to  be  gained  by  municipal  construction  for  the 
purpose  of  leasing,  because  the  city,  having  control  of 


